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. Also, petition of Providence (R. I.) Branch National Asso-
ciation for Advancement of Colored People, against the “ Jim
Crow ” law for District of Columbia; to the Committee on the
District of Columbia.

Also, petition of Rev. Charles A. Tukes, Providence, R. I,
favoring Hamill eivil-service retirement bill; to the Committee
on Reform in the Civil Service.

Also, petition of executve commiittee of the Rhode Island
Bar Association relative to a bill to authorize the Supreme
Court to prescribe forms and rules and generally to regulate
pleading, procedure, and practice on the common-law side of
the Federal courts; to the Commitiee on the Judiciary.

Also, petition of I. W. Waterman, of Providence, R. I, against
bill to discontinue issning of stamped envelopes by the Govern-
ment ; to the Committee on the Post Office and Post Roads.

Also, petition of Providence (R. I.) Central Federated Union,
relative to increased cost of flour; to the Committee on Agri-
culture.

By Mr. PAIGE of Massachusetts: Petition of citizens of Olin-
ton, Mass., favoring House joint resolution 3877, forbidding ex-
port of arms; to the Committee on Foreign Affairs. ¥

By Mr. RAKER : Petition of William H. Joyce, of Los Ange-
les, Cal., favoring House joint resolution 844; to the Committee
on Agriculture.

Also, petition of O. F. Dorn, of Chicago Park, Cal., favoring
Honse joint resolution 877, to forbid export of arms; to the
Committee on Forelgn Affairs.

By Mr. ROBERTS of Massachusetts: Evidence in support of
House bill 18025 ; to the Committee on Invalid Pensions.

By Mr. SCOTT: Memorial of numerous citizens of the
eleventh district of Iowa, relative to House joint resolution
377 and similar measures; to the Committee on Foreign
Affairs. ‘

Also, petition of citizens of Mapleton, Towa, urging Congress
to invite all nations to join us in a world federation for adjust-
ment of international disputes: to the Committee on Foreign
Affairs.

Also, petitions of citizens of the State of Towa, favoring pas-
sage of bill to prohibit export of war material; to the Com-
mittee on Foreign Affairs.

By Mr. SPARKMAN : Petition of Board of Trade of Miami,
Fla., irelatire to a drainage-aid act; to the Committee on Appro-
priations.

By Mr. VOLLMER : Petitions of the Hinsdale (IlL) Lieder-
kranz and T8 American citizens, protesting against the export
of war material; to the Committee on Foreign Affairs,

HOUSE OF REPRESENTATIVES.
Saruroay, February 6, 1915,

The Honse met at 11 o'clock a. m.

The Chaplain, Rev. Henry N. Couden, D. D., offered the fol-
lowing prayer:

Help us, O God our Tather, as the days come and go, to dis-
tinguish with more clearness the true and the false, the transient
and the eternal, proving all things, holding fast that which is
good, and build for ourselves a character which shall stand the
test of time and eternity, that we may be worthy of the dignity
Thou didst bestow upon us in creating us after Thine own
image. And blessing and honor and praise be Thine f‘orever.
Amen. ;

The Journal of the proceedings of yesterday was read and ap-
proved.

MUNICIPAL BRIDGE, ST. LOUIS, MO.

Mr. IGOBE. Mr. Speaker, I ask to have the bill H. R. 19424,
an act to extend the time for the completion of the municipal
bridge at St. Louis, Mo., with Senate amendments, taken from
the Speaker's table and laid before the House.

The SPEAKER laid the bill before the House, and the Clerk
read the title to the bill, also the Senate amendments.

Mr. IGOE. Mr, Speaker, I move that the House concur in the
Senate amendments.

The motion was agreed to.

LINCOLN'S BIRTHDAY.

Mr. GOULDEN. Mr. Speaker, I ask unanimous consent that
I may address the House for 10 minutes on Friday next,
February 12, 1915, on Lincoln’s birthday, immediately after the
approval of the Journal on the day celebrated.

Mr. UNDERWOOD. Mr. Speaker, reserving the right to ob-
ject, I stated that I would not agree to any general debate that
was not on a bill, but the gentleman from New York, my distin-
guished and honored colleague, was at the Battle of Gettysburg,

and I think we can make an exception to the rule without es-
tablishing a precedent.

Mr. GOULDEN. I thank the gentleman for his kindness and
consideration.

The SPEAKER. The gentleman from New York asks unani-
mous consent that he may address the House for 10 minutes on
Lincoln’s birthday, February 12, 1915, immediately after the
reading of the Journal. Is there objection?

There was no objection.

PERSONAL EXPLANATION.

Mr. RAKER. Mr. Speaker, I want to ask unanimous con-
sent to make a statement for a minute. I was here yesterday
afternoon, but on account of sickness in my family I was called
out and could not get back in time to vote on the motion to
recommit the naval appropriation bill. I returned, but too late
to have my vote recorded. If I had been here I would have
voted against the motion to recommit.

Mr. MANN. That statement is wholly improper.

The SPEAKER. The statement is out of order.

CONTRABAND OF WAR.

Mr. HARRISON. Mr. Speaker, I ask unanimous consent to
extend my remarks in the Recorp by publishing an article
which appeared in the Washington Post of yesterday, written
by John Bassett Moore, on * Contraband of war.”

The SPEAKER. The gentleman from Mississippi asks unan-
imous consent to extend his remarks in the Rrcorp by publish-
ing an article written by John Bassett Moore. Is there ob-
jection?

There was no objection.

COLUMBIAN INSTITUTION FOR THE DEAF.
- The Speaker laid before the House the following communica«
on;
Hovse OF REPRESENTATIVES,

COMMITTEE ON PUBLIC LANDS,
Washington, February &, 1915,
Hon. CaAMP CLARE

Speaker of the House of Representatives, Washington, D. C.

MY Dear MR, SPEAKER: 1 hereb{.atender my ation as a director
of the Columbian Institution for the Deaf of the District of Columbia,
Waahjn& D, C., said resignation to take effect immediately,

¥, YOurs,
T. W. Sias,

The resignation was accepted, and the Speaker appointed Mr,
RAKER, of California, to fill the vacancy. -

BEUNDREY CIVIL APPROPRIATION BILL,

Mr. FITZGERALD, Mr. Speaker, I move that the House
resolve itself into Committee of the Whole House on the state
of the Union for the consideration of the bill H. R. 21318, the

civil appropriation bill; and pending that motion I de-
sire to ask the gentleman from Massachugetts if we can agree
upon a time for general debate. ;

Mr. GILLETT. I will say to the gentleman that I have had
requests on this side for 8 hours and 45 minutes, which I would
like to grant.

Mr. FITZGERALD. hat does the gentleman say to two
hours on a side? ]

Mr. GILLETT. I do noft think that would be a reasonable
tfime; that would not take care of the requests of members of
the committee,

Mr. FITZGERALD. Would the gentleman be willing to
agree to three hours on a side?

Mr. GILLETT. We will iry to get along with that.

Mr. FITZGERALD. Then, Mr. Speaker, I ask unanimous
consent that there be six hours of general debate, three hours
to be controlled by the gentleman from Massachusetts [Mr,
Girrert] and three hours by myself.

The SPEAKER. Pending the motion, the gentleman from
New York asks unanimous consent that general debate on this
bill be limited to six hours, one half to be confrolled by himself
and the other half by the gentleman from Massachusetts [Mr.
Grurerr]. Is there objection?

There was no objection.

The motion was agreed to.

Accordingly the House resolved itself into the Committee of
the Whole House on the state of the Union, with Mr. Crisp in
the chair,

The CHAIRMAN. The House is now in Committee of the
Whole House on the state of the Union for the consideration of
the bill of which the Clerk will read the title.

The Clerk read as follows:

A bill (H. R. 21818) making appropriations for sun clvil ex<
feue- of ghe Govemme:gt for thg ﬁgl ;?gar ending June go?nns, and
'or other purposes.

Mr. FITZGERALD. Mr. Chairman, I ask unanimous consent
that the first reading of the bill be dispensed with,

AUTHENTICATED
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INFORMATION
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The CHAIRMAN. The gentleman from New York asks
unanimous consent that the first reading of the bill be dis-
pensed with. Is there objection?

There was no objection.

The CHAIRMAN. Under the order of the House general
debate is limited to six hours, one-half to be controlled by the
gentleman from New York and one-half by the gentleman from
Massachusetts. The gentleman from New York is recognized.

Mr. FITZGERALD. Mr. Chairman, the variety of subjects
treated in the sundry eivil bill makes it very difficult in a gen-
eral statement to discuss them within a reasonable time and
in an intelligent manner. At this time my remarks will be
confined to some general observations, in the hope that the
committee will defer until we reach the various items in the
bill interrogations regarding them.

The estimates upon which the bill is based aggregate $137,-
616,472,890, The appropriations made for similar purposes for
the current year aggregate $130,728,037.39. The bill carries
recommendations amounting to $125,027,538.29. So that the bill
as reported is $11,688,934.60 less than the estimates submitted
by the executive and $4,800,409.10 less than the appropriations
for similar purposes for the current year.

My, Chairman, this is the fourth time that I have reported
. the sundry civil appropriation bill as chairman of the Com-
mittee on Appropriations. In fact, it is the fifth time, but in
one session the bill failed to become a law and was passed in
the next session, so in effect the statement that this is the
fourth time is accurate.

I wish to submit to the House a statement of what has been
done in the consideration of the estimates submitted by the
executive for consideration on this bill by the Committee on
Appropriations during the four years that I have been at the
head of that committee. = - i

For the fiscal years 1913, 1914, 1915, 1916 the estimates sub-
mitted for the consideration of the committee aggregated
$553,870,863.79. The bills as reported to the House carried
$456,473,806.63, or $97,406,057.16 less than the estimates sub-
mitted for the consideration of the committee. In other words,
during the past four years the Committee on Appropriations
have made recommendations in accord with the estimates sub-
mitted for consideration in connection with the sundry civil
bill of $07,406,057.16 less than was recommended by the execu-
tive. 7
The following table gives the details for each year:

Bundry civil appropriation bills Ic‘:‘;h;hc fiscal years 1913, 191}, 1915, and

[Comparison of the amounts of each as reﬁ(‘urted to the House, with the
total estimates and with the law for the preceding fiscal year.]

Reduction
under esti-
mates.

Reduction
under law.

Years. | Estimates. | Frioed!

R&ﬁm:;i to

../8151,001,106. 57
" "138. 700! 634, 98{ 118, 126,982, 06 113,271, 614.66( 25,519,020.32 4

125, 481, 649, 05| 124,689, 948. 87| 107,696, 750. 28| 17,784,889.77| 18
137, 616, 472. 89| 130,728,037. 39| 125,928,018, 20| 11,688,454.60, 4

] m,m,m.n] 516,183, 013, su\ 456,473, 806. 63| 97,406, 057. 16

$142, 638, 044. 14/8109, 577,414, gm.m,m. 47833 ggg 629,74

The bills as finally enacted into law, after consideration in
the Senate and the final adjustment of differences, were $59,-
709,000 less than the estimates submitted to Congress. So that
if the appropriations had been based upon the recommendations
of the executive departments, as expressed in their estimates in
the sundry civil appropriation bill, the bills would have carried,
on an average, $£15,000,000 additional during each of the four
years to which I have referred.

1 make that statement at this time, Mr. Chairman, because
I have seen some statements in the press from men formerly
and at present connected with the administrative departments
of the Government openly criticizing Congress for not acceding
to every demand for money made upon it by the executive
departments. There is a school of political thought in this
country which seems to profess that whatever the recommenda-
tions of the executive departments, whatever of demands made
upon the public purse or otherwise, that the sole function of
Congress is to acquiesce in the requests, regardless of the
obligation of the Members of Congress under the Constitution
to safeguard the Treasury from the rapacity of those adminis-
tering the public service. Based upon an experience of 16 years
in this House, all of which time has been devoted to the
assiduons work of studying Governmental finances, 10 years
of which have been spent upon the Committee on Appropria-
tions, I undertake to say that in any administration, if the re-
quests of the executive officials upon the public purse were

acceded to without a strong, vigorous, and alert opposition on
the part of the representatives of the people, the United States,
great and prosperous as it is, with its enormous resources and
unlimited wealth, would specdily become first among the bank-
rupt nations of the civilized world. No more patriotic duty
devolves upon those serving in this House than to examine with
the utmost care the recommendations for money of the various
administrative departments of the Government and the exer-
cise of sound and reasonable judgment in passing upon such
requests. That Congress has acted in a sound, wise, and reason-
able manner is evident from the fact that although $59,000,000
recommended for the various services provided in such bills
within a period of four years have been denied to the executive
departments, not a single legitimate interest of the publie
service, not a single legitimate material interest of the people
of the United States has been in the slightest degree affected
by the failure to expend the money thus requested by the
departments.

Mr. Chairman, the sum of $137,616,472.89, the estimates con-
sidered in the committee in the preparation of the bill, consists
of $111,108,822.96 submitted in the regular Book of Estimates at
the beginning of Congress, as required by law, and $21.631,649.93
subsequently presented to the House in the form of supple-
mental estimates.

For the first time this bill carries provision for the Recla-
mation Service. The appropriations recommended are payable
wholly out of the reclamation fund. The estimates submitted
aggregated $14,776,000. The committee recommends appropria-
tions aggregating $13,430,000, a reduction of $1,346,000. In
reaching the conclusions as to the amounts to be recommended
for the Reclamation Service the object of the committee was
to provide such funds for the various projects under consider-
ation as would enable the Reclamation Service to carry on
during the next fiscal year the essential work contemplated.
While there has been a reduection of $1,346,000 in the amounts
recommended, every member of the committee who has exam-
ined the subject is convinced that ample provision has been
made, so that there will not be any embarrassment to the serv-
ice. Omitting from our calculations all reference to the Rec-
lamation Service, the bill is £9,067,000 less than the estimates
and $1,920,000 less than the appropriations for the current
year,

Mr. Chairman, at this session of Congress the appropriation
bills, from the standpoint of this House, are in a condition of
progress toward enactment more favorable perhaps than at any
time in many years. This bill has been reported earlier than
any bill of similar character during any of the short sessions
since 1903. In 1903 the bill was reported a day or two earlier
than the bill now under consideration. The consideration of
the bill was commenced several weeks earlier by the committee
than it had been possible to consider it heretofore, due entirely
to the fact that the estimates were obtainable for consideration
at an earlier period this year than heretofore. I have a state-
ment which shows the dates upon which the various appropri-
ation bills were reported during the short sessions of the Fifty-
eighth, the Fifty-ninth, the Sixtieth, the Sixty-first, the Sixty-
second, and the Sixty-third Congresses, which I shall insert in
the Recorp for the information of the House.

Date of reporting to the House the regular npfmpriaﬁon Bills at the
short sessions of the Fifty-eighth, Fifty-ninth, Siztieth, Birty-first,
Sizty-second, and Sizty-third Congresses. Z

Fifty- Filty- Sixty- Bixty- | Bixty-
clghth | ninth. Sixtieth | “first | second | third
Congress.| Congress. NEresS. | Congress. X
Agriculture. .......... Jan. 25 | Jan. 23 | Jan. 25 | Jan. 17 | Jan. 20 | Dee.
Amy.......o........| Jan. 10 | Jan. 7| Jan. 21 |[Jan. 12| Jan. 10 | Dec. 29
Diplomatic and Con-
sular. .. .....coeavee) Jan, 283 | Jan. 18 | Feb. 2| Feb. 20 | Feb. 3 | Jan. 28
District of Columbia..| Jan. 21 |Jan. 14 |Jan. 6| Jan. 21 | Jan. 29 | Dec. 7
Fortification. ........ Jan, 5| Jan. 9 (Jan. 25| Feb. Jan. 170.........
Indian......cceee-e-.j Jan. 10 | Dec. 15 | Jan. 22 | Dec. 7| Dee. 7| Dec. I8
tive, eto.......] Dee, Dec, 7| Dec. 10| Dec. 14 | Dec. 4 | Dec. 14
Military Academy....| Jan. 19 | Jan. 18 | Feh. 11 | Feb, Feb. 8| Feb. 5
NAVY:-eaiononsannsnas| JAIK Jan. Jan. 16 | Jan. 28 | Feb. 20 | Jan. 18
Pension, .. veno| Jan. 9| Jan. 21 | Jan. 13 | Dec. 12 | Feb. 11 | Jan,
Post Office. . . wees|/ Jan. 17 | Feb, 6] Jan. 15 | Jan. 16 | Dec. 13 | Dee. 14
River and harbor....| Feb. Jan., 26 | Feb. 19 | Dec. 9 | Jan. 16 | Dec. 19
Bundry civil......... Feb. 14 | Feb. 19 ..du....! Feb. 23 | Feb. 17 | Feb. 4

Mr. MANN. Mr. Chairman, will the gentleman yield for a
question?

Mr. FITZGERALD. Yes. !

Mp. MANN. Just what did the gentleman mean by the esti-
mates being ready earlier than usual? I understood the gentle-
man to say that the consideration of this bill in committee was
commenced earlier solely by reason of the fact that the esti-
mates were submitted earlier. I do not understand that.
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Mr. FITZGERALD. They were available earlier. The law
requires the estimates to be transmitted to Congress at the
opening of each regular session. That has not always been done.

Mr. MANN. When was the Book of Estimates printed this
year—any earlier than usual?

Mr. FITZGERALD. No: it was not printed any earlier; but
the committee obtains in advance copies of the estimates for
the purpose of its work. My recollection is tl_lat, in my ex-
perience, this is the first time it has been possible to get the
estimates so as to print them and put them in shape for the
sundry civil appropriation bill prior to the Christmas holidays.

Mr. MANN. The estimates were printed in book form long
before that, were they not?

Mr, FITZGERALD. They may have been printed in book
form ; yes.

My, MANN. I had a copy of them long before that, in any
event, thongh I guess the committee did not know it.

Mr. FITZGERALD. After the estimates are printed in book
form it takes some time to arrange them so as to make them
available for use in the committee. The Agricultural bill was
reported on the 30th of December, the Army bill on the 29th of
December, the Diplomatic bill on the 26th of January, the Dis-
trict of Columbia bill on the Tth of December, the Indian bill
on the 18th of December, the legislative bill on the 14th of De-
cember, the Military Academy bill on the 5th of February, the
naval bill on the 16th of January, the pension bill on the 25th
of January, the Post Office bill on the 14th of December, the
river and harbor bill on the 19th of December, the sundry civil
bill on the 4th of February. Seven of the appropriation bills
were reported in the month of December. Including the urgent
deficlency, three appropriation bills passed the House before
Christmas and one other before December 31. I am making this
statement to emphasize an opinion expressed then which I dis-
cussed quite elaborately on the 24th day of June, 1913—the
proposition to establish a committee on estimates and appropri-
ations, the purpose of which was to determine how much each
of the annual appropriation bills might carry. The proposed
plan contemplated the adoption of a resolution by the House
limiting the power of committees to include appropriations in
the bills in excess of the amounts fixed in the resolution. I said
at that time:

Mr. Chairman, in a short session of Congress the plan can not possibly
work. At the last session I had the subcommittee in charge of the
legislative, executive, and judiclal appropriation bill meet before Con-
gress convened,

The same thing is true as to this session of Congress. Two of
the subcommittees of the Committee on Appropriations met
prior to the first Monday of December, and the Committee on
Appropriations itself convened before the Congress assembled,
so that when Congress met, on its opening day the committee
reported the District of Columbia appropriation bill and had
completed the hearings and most of the marking up on the legis-
lative appropriation bill. If the committees had had to wait
until some other committee had had to determine how much
could have been incorporated in these bills, and until a resolu-
tion had been considered by the House and adopted determining
the amount that could have been carried, instead of passing
these bills as rapidly before the holidays as was done, the com-
mittees would have had to wait until the House had deter-
mined the amounts to which the bills should be limited before
the bills could have been prepared.

In connection with the bill now under consideration, the esti-
mates submitted in the regular Book of Estimates aggregated
$111,108,822.26, and since the submission of the regular Book
of Estimates other estimates that had to be considered in con-
nection with this bill were submitted aggregating $21,631,649.93.
A very considerable portion of this latter sum was submitted
upon the very eve of the report of the bill to the House. More-
over, estimates were transmitted to the House yesterday of
items for consideration in connection with this bill aggregating
nearly $200,000.

These facts demonstrate conclusively the impossibility of
any living man determining on the first day or in the first
week of December with any degree of accurate approximation
how much could justly be recommended to the House to be
included in this bill. I undertake to say that until the work
of making the detailed examination thar is necessary on the
part of committees is concluded it is impossible to tell with
any degree of aceuracy how much a bill should or should not
CALTY.

Mr. MANN. Will the gentleman yield?

Mr. FITZGERALD. Yes.

Mr. MANN. BSuoppose there was a commititee appointed to
make a distribution of the limits of appropriations between the
various appropriation committees. With the pressure that

would be brought to bear, would it, in the gentleman’s opinion,
be almost fnevitable that that committee would distribute
among the various appropriation committees either the total
estimated receipts of the Government for the ensuing fiscal year
or an amount equal to the appropriations for the current year,
and thereby make a distribution of all that would be available,
without regard to subsequent estimates and without regard to
Senate amendments?

Mr. FITZGERALD. It is difficult to tell just what would
happen. In the speech to which I have heretofore referred I
discussed that phase of the situation. I am convinced, however,
that it is impossible from the standpoint of the House for any
man to tell in advance what the total of any particular bill
should be, excepting such a bill as the river and harbor bill,
where it could first be determined to spend a certain sum for
rivers and harbors and then distribute it among a number of
projects; but for a bill that has to do with the current services
of the Government it is impossible to do so.

Mr. MANN. I quite agree with the gentleman——

Mr. FITZGERALD. For instance, to illustrate in connection
with this bill, the estimate for carrying on the work of the
Alaska railroads was transmitted to the House about 10 days
ago. It was an estimate of $2,000,000, and that sum is incor-
porated in this bill. No one could have known in December that
that estimate was to be transmitted. At the time the estimates
were transmitted in the regular Book of Estimates, the estl-
mate for the construction of public buildings consisted of a
request that legislation be enacted making one fund of all the
appropriations which have heretofore been made for specific
buildings, and appropriating in addition $3,000,000. Of course
as soon as it was ascertained that that had been done, it was
apparent that the Committee on Appropriations would be guilty
of hara-kiri if it made such a recommendation to the House.
The committee insisted that the Treasury Department submit
detailed estimates for the sums desired for public buildings.
The result was that supplemental estimates aggregating over
$12,000,000 were transmitted to the House. My recollection is
that the estimates for the continuation of the work of the
physical valuation of railroads, aggregating $3.000,000, were sub-
mitted subsequent to the estimates contained in the Book of
Estimates. Gentlemen ean readily see that anyone who early
in Dacember attempted to determine how much should be car-
ried in this bill for the public service would have missed his
guess, no matter how intelligent or well informed he might have
been, by over $15,000,000.

Mr. MANN. I quite agree with the genfleman. I think we
had an illustration yesterday of what the effect would be of the
proposition to distribute, to begin with, a certain amount of
money between the different committees. Inevitably, if the estl-
mated receipts were distributed in advance among the different
committees, the chairman of the Naval Committee, for illustra-
tion, like any other chairman, would fight for the amount that
he thought ought to be appropriated for the Naval Committee
and if that amount had been allowed, at the amount that was

reported in the bill yesterday, it would be impossible to reduce

it on the floor, because it would be said, “That amount is set
aside for naval affairs.”

Mr. FITZGERALD. And it would have been done by resolu-
tion of the House.

Mr. MANN. It would have been said, “ You can not add this
amount to the apportionment of any other committee, hence we
will appropriate it for the Naval Committee”; and the House
would be, not theoretically but practically, powerless to reduce
the amount carried in the bill.

Mr. FITZGERALD. Then there is another matter that has
attracted my attention. I notice that the position in which the
chairmen of other committees find themselves differs materially
from the situation which confronts the chairman of the Com-
mittee on Appropriations. My contests in this House are to pre-
vent the House from inecreasing the appropriations carried in
the bill. The troubles or labors of the chairmen of other com-
mittees have been to persuade the Houseé not to reduce the ap-
propriations as recommended by their committees,

Mr. UNDERWOOD. Will the gentleman yield to me a mo-
ment?

Mr. FITZGERALD. Certainly.

Mr. UNDERWOOD. I am very much interested in the dis-
cussion that the gentleman is now delivering to the House,
and I want to compliment the gentleman from New York by
the statement that among all the men in this House I do not
think there is any one man who has endeavored as much as the
gentleman from New York has to hold down publie expendi-
tures within reasonable limits. [Applause.] But I hope the
gentleman from New York is not taking the position at this
time that some method ecan not be devised by which thig
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House can centralize the conirol of appropriations and limit
public expenditures. With very few exceptions, there has
hardly been a case where any executive in the world has at-
tempted to limit the expenditures of public money or to de-
crease the burdens of the taxation. You may find an exception
here and there, but the exception only proves the ruleé. It is
rarely the case that any body of men in a legislative capacity,
except those who hold their commissions directly from the
people, are willing fo cot down public expenditures. On the
other hand, the reckless expenditure of the public money has
always been a cancer that in the end destroyed republics. Of
course we are far from that place to-day, but unless this
House is willing to take action by which we can centralize the
control of these appropriations and limit expenditures within
reasonable amounts and tut out the reckless extravagances
that sometimes are found in appropriation bills I can see no
place where the increased burdens of taxation on the American
people are going to stop. [Applause.] And 1 know of no man
in this Iouse who is more capable and compétent to lead the
fight to establish permanent economy on a safe and sound
basis than the gentleman from New York. [Applause.] I
expect to leave the field here, but I hope that the gentleman
from New York ih the future will bring his great powers
toward accomplishing this good result for the benefit of his
country. [Applause.]

Mr. MADDEN. Will the gentleman yield to me?

Mr, FITZGERALD. Yes; I yield to the gentleman.

Mr. MADDEN. I think with the gentleman fror: Alabama
that the gentleman from New York has displayed great ability
and great genius in the field in which he has been legislatively
engaged. I think he ought to be encouraged in that work by the
Members of the Housé generally. 'Now, my notion of how you
can regulate the expenditures of public money is this: Control
of expenditures should be given to one committee. It may be it
ounglit to be a joint committee of the House and the Senate, and
this committee ought to be in session all the year around. Tt
ought to have the power to go to the departments and investi-
gate the expenditures, and the members of such a committee
ought to be paid compensation commensurate with the sacrifice
they would have to make; but to delegate the power to any
single given committee to control the appropriations of the
Congress fo meet the needs of the Nation and only permit them
to be employed during the sessions of Congress would make the
work so onerous that rio committee could do it. I would select
the best men who can be found in both branches of the Con-
gress, regirdless of how long they had served in either House,
men gualified to regulate the control of governmental expendi-
tures, and then charge them with the responsibility of remain-
ing at their work every day in the year and pay them for the
service they render. When you do that you will be able to
control the expenditures and keep them within reasonable
-pounds and save the people from the burden of overtaxation,
and you ¢an not do it in any other way. [Applause.]

Mr. FITZGERALD. Mr. Chairman, I appreciate what both
gentlemen have said about myself. T do not wish to be under-
stood as expressing a belief that it is not possible to devise
some way to improve our present condition. Ierhaps I was
indulging in the very human failing of trying to justify a
prophecy I made as to the result that would follow ecertain
actions. T believe the expenditures of the Federal Government
can be put on a proper basis, and I know they must be put on
a different basis if the country is not to rise up and retire
every Member of Congress to private life. 8o long as our
revenpes were not obtained by direct taxation, but came from
indirect taxation, it made very little difference. Everyone be-
lieved that some one else was paying the taxes. But now the
péople are thinking, as they have not done in years, upon the
question of taxation. They are now paying direct taxes to the
Federal Government. In my State and in my city the guestion
of taxation is to-day a burning question. A direct tax is to be
levied by the State,

The city of New York must contribute, I imagine, about
$15,000,000 of this direct tax to the payment of the expenses
of the State. There has been under consideration by the offi-
cinls of the city of New York every conceivable form of taxa-
tion in order to obtain revenue. Taxation on occupation of
residences, taxation for engaging in any particular business,
taxation upon the man who works and upon the man who is
idle. It makes no difference in what particular condition of life
lie happens to find himself, some one seems to suggest a form of
direct taxation to reach his peculiar condition. When the
knowledge of the suggestions became public, the threatened up-
rising was such that consideration has been indefinitely post-
poned. Thronghout the country the cost of government is in-
creasing at a rate far out of proportion to the increase of

population and wealth. Someée one must concentrate his efforts
to the task of lesseming the Dburdens of the taxpayers. Un-
fortunately I appear to helong to a very old-fashioned and
unpopular and out-of-date school of public finance. It is not
the mode to follow the school of public finance in which I have
been educated. I beliéve that the Government should not do
those things that private enterprise can do satisfactorily. I do
not believe that the Feddéral Government or the State govern-

ment or the loecal government should engage in every conceiv-

able form of activity in response to every whim of every or-
ginization or of every cluss or of everybody who believes it is
desirable that certain things be done and appeal to the Govern-
ment to do them, as it seems to be easier to obtain publie
funds than have sensible men devote their own resources to
many things for which there is public clamor. If we restrict
the activities of government to those functions that legiti-
mately should be performed by the Government, it would elimi-
nate a vast portion of the excessive expenditures of the Gov-
ernment. Until somethihg along such lines is attempted, it is
useless to think of curtailing the gross expenses of government.,
If we do not wish to stop our activities along any particular
line, but continuonsly seek out and encourage the Government
in entéring upon new activities in order to placate or to please
or to mollify some particular group or party or band or interest,
then we simply keep piling up the available means to absorb
the revenues. The people are coming to realize that the Treas-
ury is not replenished by money that falls like manna from the
heavens, but that every dollar that is expended by the govern-
ment—Federal, State, or local—means a dollar collected from
the pockets of the people.

When the burdens finally bécome so great as to be intolerable
then the inevitable uprising will take place. One thing that is
essential to accomplish in this body—and it will be done some
day—is to deprive the individual Member of Congress of the
right to initiate expenditures. I belleve that if nothing else
ever had been accomplished as a result of the war between the
North and the Sounth than one suggestion which originated in
the constitution of the Confederate States which will yet bear
fruit of immense value to the people of the United States, the
war would not have been in vain. The Confederate constitution
had a provision which prohibited the Confederate Congress
from appropriating money for any purpose except by a two-
thirds vote of both houses, unless estimated for by the head
of a department and submitted by the President, or be asked
for the payment of its own expenses or of claims against the
Confederacy declared by a judicial tribunal to be just. Take
away from the Members of this House the right to initiate ex-
penditures and they will examine and scrutinize and take care
that no unsound or improper estimate originating in a depart-
ment 1s rewarded by an appropriation. ;

Mr. COX. Will the gentleman yield for a question?

Mr. FITZGERALD. I yield to the gentleman.

Mr, COX. What would the gentleman think of the proposi-
tion of ameénding the rules of the House so a8 to prevent any
Member from increasing an appropriation over that reported
by the committee?

Mr. FITZGERALD., T would not favor such a rule. I woulil
not give to a committee of the House any power that the House
itself was denied. If it were proposed to deny the committees
and the House the power to appropriate in excess of an esti-
mate from a departinent, it would be a different matter. But I
doubt whether we would be justified in providing that a com-
mittee could determine the maximuom amount to be appropri-
ated, and that the House, which creates the committee, could not
revise its action.

Mr. COX. That is the rule, I will state fo the gentleman, in
the House of Commons. .

AMr, FITZGERALD. No; not exactly. The rule in the House
of Commons prohibits a grant in excess of that requested or for
a purpose not requested by the Crown. Of course, the budget
is submitted by the Government, consisting largely of members
of .the two houses.

Mr. COX. If I am not mistaken, in reading this matter
= -

Mr. FITZGERALD. 1 think I have the rule here.

Mr. COX (continning). They have a rule in Iarliament
which prohibits any member from offering an amendment which
proposes to increase the appropriation provided for by the
hudget ; but, at the same time, it permits any member of Parlia-
ment to offer an amendment proposing to reduce an appropria-
tion.

Mr. FITZGERALD. They can reduce it.

Mr. MONTAGUE. My, Chairman, I 'want to understand the
sugeestion of the gentleman from Indiana [Mr. Cox]. § e
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The CHAIRMAN. Does the gentleman from Indiana yield
to the gentleman from Virginia?

Mr. COX. Yes.

Mr. MONTAGUE. What was it?

Mr. COX. My suggestion was this, although I may be in
error, but I looked this guestion up a year or so ago—that the
rules of the English Parliament prohibit a member of Parlia-
ment from offering an amendment that proposes to increase an
appropriation, but does permit him to offer an amendment that
tends to reduce the appropriation.

Mr. MONTAGUE. But that was not the gentleman's first
suggestion.

Mr. COX. The question first was what he thought of alter-
ing the rules of the House so as to prevent a Member of the
House from offering an appropriation over that submitted by
the committee,

Mr, MONTAGUE. In order to be logical, why should not
the gentleman suggest that when that matter is to be so dis-
posed of no Member save those on this committee should be in
the House? :

Mp. COX. The gentleman from New York has well ex-
pressed it. His trouble in this House heretofore has been fo
persuade the House to stand by the committee. I have seen the
House run over him time apd time again, although I have not
done so myself.

Mr. FITZGERALD. The rule of the House of Commons,
dating back to 1713, is:

This House will receive no petition for any sum relating to public
service or proceed upon any motion for a grant or charge upon the
publiz revenue * * * unless recommended by the Crown.

One way of testing whether a particular member of the Gov-
ernment has the confidence of the House is by voting to strike
out a proposed grant in the supply bill. If it be on an impor-
tant matter and the motion is carried, it is usually followed by
the resignation of that member of the Government.

Mr. PARKER of New Jersey. Will the gentleman yield?

The CHAIRMAN. Does the gentleman from New York yleld
to the gentleman from New Jersey?

Mr. FITZGERALD. I do.

Mr. PARKER of New Jersey. Will the gentleman permif me
to say that he has just indicated what I was about to suggest,
that the real control in England and the British Parliament is
that if the House votes against the ministry it resigns, just
exactly as the committee here should say that if its estimates
were substantially increased or reduced by the House they
would think their functions no longer useful and they would
no longer serve as such committee. That is the way they man-
age it in the House of Commons,

Mr. FITZGERALD. That provision evidently has a whole-
some effect in the preparation of estimates, because it is very
rarely now that the requests are of such a character as to com-
pel the resignation of any member of the Government.

Mr. GARNER. If you had such a rule in this country,
where a department of the Government submitted an estimate
and Congress refused to grant the estimate, and they would
resign, there would be some resignations submitted.

Mr. FITZGERALD. There would be chaos if there was any
such rule here.

Mr. MARTIN. The gentleman has referred to a provision in
the constitution of the Confederacy which, if I understood him
correctly, prohibited the initiation of items of appropriations in
the house and confined the power and action of the house and
its membership upon the items recommended by the executive
or execntive departments, except by two-thirds vote. Do I
understand the gentleman to speak in favor of a proposition
of that kind as applied to the Government service?

Mr. FITZGERALD. I believe that it would be desirable, and
1 believe that the time will come when such provision must be
adopted and the individual Member of Congress deprived of
the right of initiative in the expenditure of public funds.

Mr. MARTIN. There are a great many of us who think the
tendency to the exercise of power in the executive is too great
under the present system and arrangement, and that it would
be in the interest of better legislation if more responsibility
were placed upon the legislative branch of the Government and
less upon the executive branch, not only as to appropriation
matters, but as to miscellaneous matters of legislation.

Mr. BATHRICK. Will the gentleman yield?

Mr. FITZGERALD. What I have in mind, Mr. Chairman, is
that in the expending of public moneys it is rarely that any
department of the Government fails to ask for less than is
required to maintain the public service. The experience of the
Federal Government is that the recommendations of the depart-
ments for money, except in the rarest and most exceptional
cases, are in excess of what Is legitimately required to perform

the functions devolving upon the service. So that the trouble
to be faced does not come becanse the executive fails to ask
for sufficient money, but-it comes from a combination of indi-
viduals interested in particular matters insisting upon lavish
appropriations,

Mr. MONTAGUE. Will the gentleman yield?

Mr. FITZGERALD. In just a moment. It comes from a
combination of individuals originating schemes for expending
public money, regardless of the opinion of those who are ad-
ministering the public service.

Now I yield to the gentleman from Ohio [Mr. BATHRICK].

Mr. BATHRICK. If you would deprive the Members of the
House of Representatives of the power of initiating appropria-
tions—Ig that what I understand the gentleman to contend for?

Mr. FITZGERALD. For the conduct of the public service.

Mr. BATHRICK. Well, does the gentleman mean to say that
he would deprive the Members of the power of originating ap-
propriations on bills that they might introduce that would re-
quire money to carry them out?
~ Mr. FITZGERALD. Yes. I would let Congress authorize
certain things. Then whatever sums the Executive believed
were desirable to carry them out, let the Executive ask for
them. The responsibility for the policy of asking or refusing to
ask for funds would fall on the administration,

Mr. BATHRICK. Now, then, if a man were to introduce a
bill to give a soldier a pension, if the Executive authority did
not want him to have it or did not recommend it, he conld not
get it. Ts that what I understand the gentleman would suggest?

Mr. FITZGERALD. I have not gone into details, but I be-
lieve that such a situation would be desirable. I should like an
administration to be put in a position where it would be com-
pelled to take the responsibility and not to distribute or to
share it among over 400 Members of this body and nearly 100
in the other body. I should be glad to have some one upon
whom the responsibility could be ecentered to say, for example,
that John Jones, on his record and under all the circumstances,
ought to be pensioned in spite of the fact that under the gen-
eral law he is not eligible. It would quickly be ascertained
under such circumstances whether any of the criticisms, just
or unjust, are well founded that the pension rolls are improp-
erly padded.

Mr. BATHRICK. Then a Member could not introduce a bill
for any purpose to inaugurate the expenditure of money?

Mr. FITZGERALD. I did not take such a position. It is
really afar, however, from what I intended to discuss. I said
that I believed that the time would come when the power to
initiate appropriations of money from the Federal Treasury
for the conduct of the Federal Government must be taken from
the individual. I do not expect it to be done during my sery-
ice in Congress nor during the term of the gentleman from Ohio,
but I helieve it is inevitable some time, if the Federal Govern-
ment is not to break down with the weight of expenditures.

Mr. MONTAGUE. Mr. Chairman, will the gentleman yield?

The CHAIRMAN. Does the gentleman from New York yield
to the gentleman from Virginia?

Mr. FITZGERALD. Yes.

Mr. MONTAGUE. I have not been able to hear all the in-
teresting observations of the gentleman, but I wish to ask
whether or not he has commented this morning in any of his
remarks on the right of a President to veto individual items in
an appropriation bill?

Mr. FITZGERALD, There was a time when I thought it
might be a good thing for the Federal Government. In an in-
direct way I became somewhat familiar with the manner in
which the supply and appropriation bills were considered dur-
ing a certain period in the history of the State of New York.
I found that the chairman of the committee on ways and
means, in the assembly, and the chairman of the committee
on finance, in the senate, and the governor got together and
determined among themselves how much money has to be ex-
pended, and then they determined the particular items that
the man responsible in the house would block, and the items
that the chairman of the committee on finance would elimi-
nate, and the ones to be left in the bill to be vetoed by the
governor, because it would be embarrassing to either of the
other two men to antagonize them. In view of the history of
the Anglo-Saxon people, and of what has happened in my own
experience in this House, I am not certain but that the right
tu coerce the Executive by obtaining legislation through a re-
fusal to grant supplies is of so tremendous value and importance
to the Representatives of the people that that change should not
be made in the Federal Constitution.

But I do not wish ‘o go into that subject. I have spoken a
great deal longer than I had intended. I wished to refer briefly
to one particular subject, and I have been led far astray.
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Mr. GARNER. Mr. Chairman, will the gentleman-yield?

Mr. FITZGERALD. Yes.

Mr. GARNER. I wanted to refer to what the gentleman had
in mind. I am like the gentleman from Virginia [Mr. Mox-
TAGUE], in that I did not have the pleasure of hearing the entire
remarks of the gentleman from New York; buf, as I under-
stand, he believes that the time will come, even if it is not
advisable at this moment, when the Congress should not be
allowed to make an appropriation except where the executive
branch of the Government deems it advisable, and that the
Congress would only authorize an appropriation and then leave
it to the discretion of the Executive as to whether the Executive
would utilize that or not?

Mr. FITZGERALD. That is true now. The administration
need not now spend the money appropriated.

Mr. GARNER. I understand that; and if the executive de-
partment of the Government fails to exercise the authority con-
ferred by Congress, and the Congress in the face of the failure
of the Executive authority to exercise that power declared its
opinion eotherwise, should not the Executive then resign,-so.that
the Congress might have in executive authority some agency
that would obey its commands?

Mr. FITZGERALD, That wonld involve too many substan-
tial changes in our organic law. The suggestions I make wonld
not.

Mr. GARNER. I do not think the gentleman from New York
would take the position that the Congress eught not to preserve
the right to represent and .execute the svishes of the American
people, and if it were a question of want of confidence in the
Executive, in whose hands authority was vested to make the
appropriation, T think the Executive ought to resign.

Mr. FITZGERALD. That is treating a phase of :the subject
that I .do not think is imperative, because, as I said—although
the gentleman, perhaps, may not have heard -me—that we are
not troubled with the failure of the .executive departments to
ask for sufficient money for the conduct of the Government serv-
ice. It is the rarest and most exceptional situation to find any-
one not asking more than is needed.

Mr. GARNER. But under any conditions I assume the gen-
tleman from New York would not undertake to take away from
the Congress the right to speak as the representatives of the
people?

Mr. FITZGERALD. I will agree with that broad statement.

Mr, GARNER. And if any member of the executive branch
of the Government which swas not responsive to the ywishes of
the people should refuse to.carry out the judgment of Congress,
it seems to me the -rule ought to apply where he would discon-
nect himself from the service of the Government.

Mr. FITZGERALD. I hope the time will not come when the
representatives of the people will try to force money upon an
unwilling Executive, [Laughter.] I know it has bheen pre-
tended that that situation has existed, but it is rarely that the
administrative officials have not accommodated ‘themselves to
the situation and expended the money as graciously as possible.
[Laughter.]

Mr. KAHN. Mr. Chairman, will the gentleman yield there?

The CHAIRMAN. Does the gentleman from New York yield
to the gentleman from California? :

Mr. FITZGERALD. Yes; I will yield. Then I wish fo con-
clude.

Mr., KAHN. I have listened with a great deal of interest to
the remarks of the gentleman. Has the gentleman ever consid-
ered a proposition of this kind—getting the chairmen of all
the great appropriating committees of the House together, anid
also the ranking minority members of the various appropriating
committees, at the beginning of the session, with a view to
going over the estimates and seeing what ean be done by each
cominittee, go that all the committees shall work in absolute
harmony ?

Mr, FITZGERALD. Well, I discussed at some length at the
beginning something that would apply to that suggestion. I
pointed out the fact that at the beginning of this session of Con-
gress the estimates submitted for consideration in conneetion
with this bill amounted to $111,000,000. Since that time esti-
mates for $21,000,000 additional have been submitted, and the
man nover lived who could tell at the opening of rthe session
of Congress with any degree of approximate aeeuracy how
much this bill ought to carry; and if we should distribute the
revennes at the opening of a session, and if we should be living
in a time when the Treasury is in a less plethorie condition than
it is at present, the result would be very unfortunate.

Mr. KAHN. But could not such a combination of ehairmen
of committees aet, even upen the additional estimates that are
sent in, :so that the various committees would all discuss the
matier and arrive at some ecommon ground?

‘Mr. FITZGERALD. An attempt was made to do something
along such line, I believe, in the last session or the session
before that one. The chairmen of the various committees
evinced such inability to make reductions in the proposed ex-
penditures that the meeting broke up and was never reconvened.

Mr. MARTIN. Will the gentleman yield?

Mr. FITZGERALD. 'I will yield for one more question, and
then I wish to finish.

Mr. MARTIN. I was very much impressed with the state-
ment of the gentleman, now vepeated, that the estimates from
the departments for the last four years as to this. sundry civil
bill have been something like $97,000,000 in excess of what the
committee has allowed or recommended.

Mr. FITZGERALD. Yes.

Mr. MARTIN. Does not that suggest to the gentleman that
the relief for extiravagant expenditures will probably not be
found by increasing the power of initiative in the executive de-
partment of the Government, but must be found in some real
economy ‘in the legislative branch?

Mr. FITZGERALD. I have stated the reasons why T believe
what I ‘have suggested would work out desirably, -that if we
take from the individual the right to initiate appropriations, he
will then become much more keenly interested in the particular
things the departments believe they should have, and will exer-
cise an independence and a scrutiny that otherwise, T believe, is
not exercised. At any rate, the experience of mankind is that
a popular body will never economize by refusing to appropriate
money for the things they think are popular with the people
upon whose determination their offizial lives depend.

Mr. BURKE of South Dakota. Before the gentleman con-
cludes, .will he permit me to make a suggestion and ask him a
question?

Mr. FITZGERALD. Certainly.

‘Mr. BURKE of South Dakota. Mr, Chairnian, I appreciate
what has been said by the distinguished chairman of the Com-
mittee on Appropriations, and recognize his great ability and
his long experience in dealing with appropriations; he is not
excelled by anyone in the House, either in his knowledge of the
subject, his ability or experience, and he is equaled only by the
distinguished gentleman from Massachusetts [Mr. Grorerr]l L
want to ask the gentleman if what he has said generally, with
reference to reforms in appropriations, applies only to the prepa-
ration and passage of Dbills in the House of Representatives?
The gentleman has undoubtedly guided through this House many
appropriation bills that he believed were as near accunrate amd
correct as it was possible to make them; and yet when they be-
came laws, the amounts carried had been very materially in-
creased over the amounts earried in the bills when they left the
House, and that is usually what happens to every appropriation
bill after it passes the House. Now, assuming that there be u
system adopted in the House dealing with appropriations along
the lines suggested by the gentleman, and others who have dis-
cussed the subject, that have given the subject thought and
study, how would you obviate the difficulty that we now have
in controlling the limit of appropriations?

Mr. FITZGERALD. I did not mean that such a limitation
should apply to the Members of this body alone. I meant that
that limitation upon the rights of Members must apply to the
Members of the .two bodies. I do not believe that this House
;s.horuld.evcr be circumseribed or limited while the other House
s free.

Mr, MIANN, AMr. Chairman, will the gentleman yield for just
one observation? It will be very short.

Mr, FITZGERALD. Yes.

Mr. MANN. I understood the gentleman in a way to advocate
the propesition that no appropriation shounld be allowed to go
through the Hounse which had not been estimated for unless it
had received a two-thirds vote.

Mr. FITZGERALD. I referred to that provision in the Con-
federate constitution.

Mr. MANN. Of course the gentleman is ecorrect, but that
might be the outeome in the end. I should just like to suggest
in that connection that that would be turning over practically
not only appropriations but legislation to a minority in the
House, because most legislation earries with it an appropriation,
and a great deal of the most important legislation carries a
slight appropriation in the legislative bill; and under that rule
yon would always have to go and find out from the minority
whether they would allow the legislation -to be enacted. Of
course that would be in faver of the gentleman's party here-
after [laughter], but I am sure he does not advocate it as o
partisan proposition.

Mr. FITZGERALD. Mr. Chairman, .I have .occupied more

| time than I intended to occupy. s
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Mr. STEPHENS of Texas. Will the gentleman yield for a
question?

Mr. FITZGERALD. Yes.

Mr. STEPHENS of Texas. I see on the second page of the
report you have made this statement:

Omitt from consideration all sums having to do with the Reclama-
tion Serl:ixce and irrigation of Indlan lands that are involved in the
estimates for 1916, appropriations for the current year, and total
amount recommended in the accompanying bill the following results are

shown :

? 5 » of the Reclamation Service, makes a re-
dn%'&gnh ntixa?h: ‘:gttl':nfe? 1:?;%,061.746.67 and a reduction under the
appropriations for the current year of $1,920,909.10.

g.dqf!tional to the fo ing amounts for the Reclamation Service the
further sum of $1,275,187.93, submitted in House Document No. 1481,
for irrigation works on ce Indian reservations, was referred to and
considered by the committee without favorable action.

I desire to know from the gentleman whether that was. be-
cause his committee did not consider that they had jurisdietion
of this matter and that it belonged to some other eommittee, or
was it on the merits of the appropriation?

Mr. FITZGERALD. The committee felt that the irrigation
projects on Indian reservations were matters that had been con-
sidered by the Committee on Indian Affairs, and that we should
not enter into those matters.

Mr. STEPHENS of Texas. That was the information I de-
sired from the gentleman. I saw that the department had re-
ferred it to the gentleman’s committee, and we desired to know
the reason why it was not passed upon by that eommittee, so
that we could govern ourselves accordingly.

Mr. FITZGERALD. They sent it to the Committee on Ap-
propriations because the Indian bill had passed the House, but
we did not feel that that was a sufficient reason to justify us
in taking up those matters.

Mr. STEPHENS of Texas, That is correct.

Mr. FITZGERALD. Mr. Chairman, I have been led into a
not very profound but a somewhat more or less interesting
discussion of some matters: not confemplated to be discussed
when I rose. A very beneficial purpose will have been aecom-
plished, however, if what has been said here to-day will stimu-
late the thought of Members and the interest of the people
generally in the question of public expenditures. Nothing will
be more pressing in the very near future than the finaneial
problems of the United States. The sooner Members begin to
think of them and what must be done, regardless of any party
consideration or questions of party poliey, the better it will be
for the welfare and the prosperity of the Ameriean people.

Mr. GILLETT. Will the gentleman yield?

Mr. FITZGERALD. I will

Mr. GILLETT. I respect the request of the gentleman from
New York not to be interrogated about details, but I would
like to ask him whether he does not think this bill could be
materially reduced without seriously embarrassing the opera-
tions of the Government.

Mr. FITZGERALD. I shoull not like to make that admission.
So that that remark may not be misinterpreted, let me say that
I believe that provisions are made in the bill for some purposes
that could be deferred if it were essential without particularly
impairing the publie service, but I do not believe that the temper
of the country or of the Congress desires that those things be
deferred. I do not believe that the Committee on Appropria-
tions would be justified in withhelding apprepriations for such
objects in view of the known sentiment of the House.

Mr. GILLETT. One other guestion. I know it has always
been the custom of the gentleman from New York to discuss
on appropriation bills—and this is the last one of the large
ones from our committee—the condition of the Treasury. May
I ask the gentleman why he has omitted that?

Mr. FITZGERALD. The gentleman from Massachusetts
knows that I have been very busy considering and preparing
the sundry civil bill. Not taking into account the time that
was devoted to hearings on the Isthmus of Panama, the com-
mittee commenced the hearings of the eivil-service appropria-
tion bill on the 16th of December, and has continued them dur-
ing the holidays and continually until within a day or two. I
might say that I have been busily occupied in attempting to
keep within reasonable limits the amount that shall be ex-
pended from the Public Treasury by authorizations in this bill
It has been difficult for me to make that searching analysis of
possible accessions to the revenue which I should like to have
made for such a discussion as the gentleman suggests. There
is about a month left, however, and if any public emergency
should arise and I should imagine that any observations by
myself would be of any particular interest to anyone or of any
benefit to the country, I may attempt to discuss our financial
condition; and if I do, I shall do as I have always done—I
shall give the House the benefit of my unbiased opinion and my

best judgment. I hope my views will be in harmony with the
convictions of the Members, and will be neither alarming nor
distressing to them nor to the couniry. [Applause.] Mr. Chair-
man, I reserve the balance of my time.

Mr. GILLETT. Mvr. Chairman, the reply of the gentleman

| from New York to my question asking why he had omitted his

usual diseussion of the condition of the Treasury was not very
frank or illuminating. I had anticipated with much ecuriosity
and interest hearing his statement on that subject, but I am
not surprised that he avoids it. Even his remarkable ingenuity
would be at a less to find any explanation of existing condi-
tions which was creditable to the administration.

This is the last of the large appropriation bills. All the
others have passed the House and are pending in the Senate.
At the beginning ef this session, on the first appropriation bill,
I ecalled the attention of the House to the faet that in this year
of stringency and depression, when all individuals were cutting
down expenses and trying to economize, this administration,
seemingly unaware of finaneial and industrial conditions, ap-
parently thinking that our ineome was not going to suffer like
others, sent in estimates for the next fiscal year larger than
had ever been submitted by any President and ecalling for an
expenditure greater tham the ecountry had ever indulged in
during its most prosperous years.

In the last eampaign one of the main grounds of the attack
upon the present administration was its extravagance, and yet
in the face of that successful attack and eriticism, and in the
face of the unsettled eonditions througheut the world, the enor-
mous destruction of capital and the inevitable stringency re-
sulting, this administration did not think it was prudent to do
what everyone else was doing, and economize, but, blind to the
signs of the times, requested Congress to appropriate money on a
larger scale than ever before.

I said then that not only ought we to economize in onr appro-
priations for 1916, but that in my opinion there was great dan-
ger that in this very fiscal year the Government would find it-
self confronted by a deficit. Two months have passed since
then. Instead of changing for the better, it seems to me the lapse
of time has but confirmed my fears. Apparently at last even
the administration became alarmed, and a few days ago it was
reported that Cabinet meetings were held and the leaders of the
House and Senate consulted as to whether the appropriation bills
which had granted the enormeus sums requested by the adminis-
tration could not even yet be clipped. But apparently effort in
that direction was abandoned, and they are proceeding in their
regular ceurse.

The original estimates sent in asked for appropriations of
$1,090,000,000. The revenues were estimated at $1,055,000,000,
leaving an apparent defieit of $45,000,000; but the estimates eon-
tained $60,000,000 for the sinking fund, which it was not pro-
posed to really spend, so that left a surplus of $15,000,000 if the
revennes should equal expectation. But under this administra-
tion revenues have always fallen below expeetation, while the
expenditures have always exceeded the estimates, and so al-
ready the bills which have passed the House or been reported
have exceeded the original estimates by $18,000,000, and that
should be increased by $2,000,000 beeause of a reappropriation
made in the naval bill. So that already the appropriations
exceed the estimates by $20,000,000, and the surplus of $15,000,-
000 is turned inte a deficit of $5,000,000, and there still remains
the Senate to be reckoned with. TUnless it departs from its
invariable prerogative of inereasing and never decreasing appro-
priations the bills will be still larger when they emerge from
the Senate and from conference, and the deficit of $5,000,000
will doubtless be still greater.

It is but fair to state that this increase of the appropriations
over the original estimates is not primarily the faunlt of the
House, as many of the increases have been recommended by
the departments in supplementary estimates. Indeed, except
for the $27,000,000 increase in the Post Office bill, due mainly
to the refusal to follow the recommendation of the Post-
master General and substitute the contract system for rural
carriers, the House has appropriated less than the administra-
tion asked for.

The revenues this year have thus far been steadily falling
off, though just how much it is impossible for me to ascertain.
The customs revenue was estimated at $240,000,000—$20,000,000
more than the current fiseal year. What ground there is for

expecting increased imports of dutiable goods next year it is
difficult for me to comprehend. Conditions in Europe certainly
do not look any more favorable, and we are quite as apt, I
think, to have a loss of $20,000,000 as a gain of $20,000,000. I
still think that in the present fiscal year we are likely to face
a defieit, and that before the 1st of next July the administration
will be selling bonds in order to pay the running expenses of
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the Government and keep a balance in the Treasury. That
balance has shrunk from $145,000,000 on the 1st of July to
$55,000,000 on the 1st of February. That is an average loss of
$13,000,000 a month, and the Treasury balance is now reduced
to as low a figure as Treasury officials have generally thought
safe. But there is nothing to indicate that the trend will change
at all during the next four months, and at that rate by the 1st
of June the Treasury would be empty. Indeed, when it reaches
the $50,000,000 mark it is generally considered to need re-
plenishing. -

Of course in June the income tax flows in. That is esti-
mated by the department at $80,000,000—$40,000,000 from cor-
porations and $40,000,000 from individuals. Last year those
taxes brought in $71,000,000. I can not see on what ground
they are expected to produce more this year than last year.
Last year the Secretary's estimate was $16,000,000, or 20 per
cent too high. I should not be surprised if his estimate this
year was equally erroneous. To be sure, last year the de-
pressing and disturbing effect of the Democratic tariff law re-
duced incomes, so that the tax produced far less than was antici-
pated. This year, while the tariff continues its blighting effect,
we have in addition the tremendous disturbance caused by
the war, and there is every reason to expect a great falling off
instead of an increase in incomes of both corporations and in-
dividuals which will be reflected by a reduction in the revenue
from that tax.

But allow that the income tax brings $80,000,000—the full
amount of the Secretary’s estimate—and that other conditions
remain the same—and there certainly is now no material pros-
pect of a change—what would be the condition of the Treasury
during the next fiscal year for which these appropriations are
made? An excess of expenditures over receipts of $10,000,000
a month from now till then amounts to $50,000,000. We have
now $55,000,000 in the Treasury.

Mr. MANN. Oh, less than $54,000,000.

. Mr. GILLETT. A million does mot make much difference
1now.

Mr. MANN. It shows how rapidly it is decreasing.

Mr. GILLETT. It does. Every time I look it is less than
the last time.

Mr. MADDEN. Will the gentleman yield?

Mr. GILLETT. I will.

Mr. MADDEN. I want to call the gentleman’s attention to
the fact that it is likely that the income tax and the post-office
revenue is going to fall off, too.

Mr. GILLETT. The income tax brings $80,000,000, making
$135,000,000. Subtract from that $50,000,000 which we will
lose before July 1 .and it leaves $85,000,000 on hand July 1.
That is only a little more than the safe working balance of
$50,000,000. But they estimate that the emergency tax will
bring $10,000,000 less in 1916 than this year, and there will be
nothing to fill the Treasury again until the following June;
so0 that if the present rate of revenue continues, long before the
middle of the next fiscal year we will again be reduced to the
issue of bonds to pay running expenses. And yet, in face of
these figures, the Secretary of the Treasury issues a formal
statement after the Cabinet meetings and conferences with Mr.
UxpeEewoon and Mr. FiTzaeRALD, saying that the coneclusion was
reached that no reductions could be recommended in the ap-
propriations, and no action was necessary to provide more reve-
nue, and there was no occasion for unfavorable reports about
the condition of the Treasury. I sincerely hope he is correct,
but I believe he is indulging in optimistic day dreams and taking
counsel of hope rather than reason. Of course some favorable
change may come to increase the flow of revenue, but no sign
of it can be pointed out except psychologically, and unless it
comes our Treasury is sure to be emptied.

Our imports are steadily decreasing—they were $138,000,000
in October, $126,000,000 in November, $114,000,000 in Decem-
ber—so that our customs revenues are also shrinking. Appar-
ently all the sources of income for the Government are slowly
drying up; we are liable to have a deficit in this very fiscal
year; and yet, in the face of all that, there is evidenced by the
administration no recognition of these conditions, no attempt at
economy, no cutting off of expenses, no attempt to save the
Treasury. To be sure, the SBecretary of the Treasury did say
in his annual report:

As long as the expenditures of the Government exceed its income
there is always danger. A corollary of a weak treasury is impaired
confidence.

But this recognition of the danger iz not accompanied by any
act to avert it, and apparently we are drifting on, appropriating
larger sums than ever before, as if the world were at peace,
conditions were normal, and we could afford to gratify all our
desires. Such a policy is unsound, reckless, and improvident,

and unless some sudden stroke of good fortune should overtake
us we are likely to face, unprepared, those exact dangers which
the Secretary of the Treasury points out. And the administra-
tion is bending its whole energies to force through a reluctant
Congress a shipping bill which will involve the expenditure of
slghooo,ooo more and an annual deficit which ean not be reck-
oned.

i But the retort is always made by a majority to a minority,

Point out to us where you would economize.” It is not a falir
retort, because such economy ought to be undertaken by the
executive departments when they are framing their estimates,
surveying the whole field of Federal expenditure and balancing
the different departments, and then it ought to be followed up
in the committee room, where the close scrutiny and detailed
examination is made. But the minority have already saved for
the administration $30,000,000 by the filibuster against the river
and harbor bill in the Senate last session.

There are several items in this very bill which I think, under
present conditions, ought to be omitted. There are appropria-
tions of about $10,000,000 for public buildings which have not
yet been even commenced and for which no contracts are out-
standing. They are all of them luxuries, and, in my opinion,
many of them are extravagances which ought never to be in-
dulged in, no matter how rich we are, but which certainly
ought to be postponed to a time when the Treasury balance is
not in danger. There would be a saving of $10,000,000—quite
a tidy sum for a depleted Treasury.

Mr. AUSTIN. Mr, Chairman, will the gentleman yield?

Mr. GILLETT. Yes.

Mr. AUSTIN. Will not the $9,000,000 go out into circulation
and employ many idle men?

Mr. GILLETT. We might as well say, “Issue bonds for a
thousand million and employ them all, if you are going to em-
ploy any, and not exercise favoritism.”

Another appropriation which I think could be well deferred
is the $3,000,000 for the physical valuation of railroads. When
that project was first considered it was estimated to cost from
$2,000,000 to $3,000,000 and to require three or four years for
completion. Then the next year the estimated cost rose to an
outside cost of $5,000,000, with a 1imit of five years for comple-
tion. Now it is estimated that it will cost from $15,000,000 to
$20,000,000, and we have no certainty that it will not cost twice
that. Moreover, it will cost the railroads probably quite as
much more, for we were told that it is now costing some of the
older roads twice as much per mile as it costs the Government,
and that, too, the people have ultimately to pay. How long it
will take no one can accurately foretell or whether the infor-
mation will not be so obsolete as to be practically useless. Ad-
mitting that the statistics will be valuable in various ways, they
are, after all, a luxury which we can live without and which we
might well postpone until the Treasury could endure the drain.

There are two large expenditures which might be lopped off
and cause no suffering to the people and much relief to the
Treasury.

But my main criticism is not against these special estimates
and appropriations but against the indifference, the ignorance,
or the procrastination which failed to carefully survey the
whole field and outline economies which would have left our
Treasury in a safe condition to weather any storm. I do not
wish to be an alarmist or to excite undue apprehension about
the Treasury, but I think the facts ought to be recognized, and
with the Treasury balance reduced to $55,000,000, the lowest
it has been since the Cleveland administration, and with an
average excess of expenses over receipts of from $10,000,000 to
$13,000,000 a month, it seems to me the Government will be
reduced to issuing bonds to pay its running expenses before the
1st of June.

Mr, PAGE of North Carolina.
a guestion?

Mr. GILLETT. Certainly.

Mr, PAGE of North Carolina, Personally, I agree with some
of the statements the gentleman has made about the possible
saving at this time which could have been effected in this ap-
propriation bill and some others, but, knowing the gentleman’s
sineerity, I want to inguire how he voted yesterday on the
proposition to build one battleship or two?

Mr. GILLETT. Well, unfortunately, I could not vote, but I
was paired in favor of two battleships, and I expressed in some
remarks I made a week ago the full reasons, and if the gentle-
man will read those he will find there is no inconsistency with
what I am saying now and with my vote on yesterday.

Mr. PAGE of North Carolina. Mr. Chairman, I want to as-
sure the gentleman that the purpose of my question was not to
reveal any incousistency whatever. I think the gentleman is
more consistent than the avernge Member of the House in his

Will the gentleman yield for
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votes and statements, and I really did not know how the gen-
tleman did vote yesterday afternoon, but I thought if he lived
up to the statement he 'was making this morning, surely he
voted with us for one.

Mr. GILLETT. Mr. Chairman, for the first time since I have
been in Congress I voted for two battleships on yesterday, and
I gave my reasons very fully in a speech a week ago, and if
the gentleman will read that, though it may not convert him, it
may perhaps satisfy him of my continued sincerity.

Mr. BARTLETT. Will the gentleman yield for an inter-
ruption ?

Mr, GILLETT. Certainly. .

Mr. BARTLETT. The gentieman stated the large amount
appropriated for the physical valuation of railroads. Would
the gentleman suggest that that work be suspended during the
next fiscal year?

Mr. GILLETT. I certainly would

Mr. BARTLETT. The Appropriations Committee had the
members of the Interstate Commerce Commission before them
about it. Did they reveal how much money already appro-
priated was expended? I was not present at that hearing.

Mr. GILLETT. I do not care to take time to go into those
details now. I do not wish to be discourteous to the gentleman,
but I do not care to take time for that. I simply say that could
be well postponed.

Mr. BARTLETT. Does the gentleman intend to call atten-
tion to the Alaska railroad proposition?

Mr. GILLETT. I do not think I will say any more now
about specific items. There are a number of items in the bill
which I think should be dropped. I have not mentioned all of
them. I tried in the subcommittee to reduce many, which, of
course, I can not properly reveal, but I simply suggest now the
two largest reductions and postponements which I think should
be made out of deference to the condition of the Treasury.

Mr. BARTLETT, Does the gentleman think that the appro-
priations carried in this bill for the continuation of the Alaska
railroad project—I do not mean discontinued permanently—
could be safely deferred?

Mr. GILLETT. I do; that is another one which I think
counld be deferred. There are $2,000,000 more to be saved.

Mr, MARTIN. Will the gentleman yield?

AMr. GILLETT. T will.

Mr. MARTIN. The gentleman has given us approximately
$85,000,000 as the possible balance in the Treasury on the 1st
of July, based upon the estimates by the Treasury Department,
which he says he does not believe are accurate. I would like
to ask the gentleman if he will faver the committee with his
opinion as to the approximate condition of the Treasury on
the 1st of July coming?

Mr. GILLETT, Mr. Chairman, I do not ecare to give that.
I do not think I can prophesy exactly. I think that the income
from the income tax will fall at least $10,000,000 below what
the administration estimates, and I should not be at all sur-
prised if it were $20,000,000.

And yet the Democrats still dare to call themselves the party
of economy. For last year, when they made the largest appro-
priations ever known in the history of the Government, they

“might now make the excuse that they did not foresee the
TBuropean war, and that they honestly, though mistakenly, be-
lieved that their new tariff law wounld draw into the Treasury
ample revenue so that, although the expenditures would be
enormons, the receipts would be correspondingly and ade-
quately vast. That is, of course, a fair excuse. What is ex-
travagance in a pauper might seem parsimony for a million-
aire. It is hard to prove that a person or a government is
extravagant which lives within its income. During that series
of years when the Democrats so unceasingly denounced us for
extravagance they at least could not charge that we did not
provide ample means to pay for them. But now they not only
exceed in amount those appropriations which they so fondly
denounced as extravagant and profligate, but they fail to pro-
vide the revenues to meet their bills, which they now call, in
the words of the Secretary of the Treasury, “the lowest figure
consistent with efficiency of the service and the proper eon-
duct of the business of the Government.” They, the self-satisfied
monopolists of economy, outrage every principle of sound
finance. They appropriate money for larger expenditures than
even last year, while at the same fime they know that the
stream of revenue, insufficient before, is steadily dwindling
and with no sure prospect of replenishment. Their reputation
for economy has shrunk even more than the balance in the
Treasury. /

There are many items of expenditures disclosed in the hear-
ings on this bill which suggest criticism, or at least inquiry.

Most of them are small—individually may seem trivial and
petty—but I shall point out a few of them, because, while each
is of no great consequence in itself, yet repeated small instances
indicate a trend and form a habit, and it may not be harmful
for the departments to know that their items are watched and
may be criticized.

A few years ago there was loud complaint here because of
the number of horses and carriages maintained for officials
of the departments at Government expense, and the abuse was
restricted, and I remember nearly the whole of one afternoon .
was spent discussing whether the State Department was ex- °
travagant in spending nearly a hundred dollars a year for horse-
shoeing. T observe now that for the use of the Secretary of
War there are kept one 4-seated carriage, closed; one 4-seated
carringe, open; one 2-geated carriage, open; and one 2-seated
carriage, closed; and this not being enough to convey him in
proper state to his official duties, there was purchased for his
use out of the fund for transportation of the Army and its sup-
plies an automobile costing $4,850.

I do not ecriticize the Secretary of the Navy for visiting the
different navy yards at Government expense, nor do I think it
was necessarily superfluous for the Assistant Secretary to fol-
low shortly after with a similar visit, but I do not see why the
superior dignity of the Secretary required an expenditure of
$687, while it cost the assistant only $480; nor do I see why
the Secretary should charge the Government for an * official
trip” from Washington to Lincoln, Nebr. I appreciate and ad-
mire his leyalty in visiting that shrine, but that worship has
been sufficiently profitable to him already to allow him to pay
his own expenses. If his visits to navy yards had resulted in
some effort to abolish some of the useless ones, there would
be less disposition to serutinize them. The Government paid
$1,433.71 for the official trips of the Secretary alone last year,
including visits to such scenes of naval activity as Bpokane,
Butte, Denver, Salt Lake, Omaha, Pittsburgh, and so forth.

Mr. BUTLER. It is not pretended there are any naval sta-
tions at these places. What was the officlal business of the
Secretary of the Navy at Lincoln, Nebr.? There is pot any

water there,

Mr. GILLETT. T just pointed out that I did not know,

Mr. SLOAN. Will the gentleman yield?

Mr. GILLETT. I will

Mr. SLOAN. I trust the gentleman will not detract in any
way from the naval station at Lincoln. It is located on Salt
Creek.

Mr. GILLETT. The Secretary of the Treasury is also a
luxurious traveler. For a month’s trip with the Secretary of
Agriculture and their attendants to prepare for the establish-
ment of reserve banks the Government paid $6,663.01, over $200
a day. I suppose they thought the magnitude of their financial
purpose should be reflected in their expense account,

Mr. HELM. Will the gentleman yield?

My, GILLETT. Certainly. ’

. Mr. HELM. Does the gentleman recall a famous trip taken
by an ex-Secretary of War, later President of the United States,
Mr. Taft, with a shipload of guests and acquaintences and
friends to the Philippine Islands, that exhausted the entire ap-
propriation of about $200,000 or more for that purpose, and that
they were subsequently compelled to draw on some contingent
fund for £70,000 or $80,000 additional?

Mr, GILLETT. I do not know anything about the expense.
Tit;lere was such a trip by Congressmen to inspect the Philip-
pines.

But to atone for any extravagance in traveling—if there was
any, of which I am not certain, thoagh the figures indicate it—
the Secretary boasts in his report of one great saving which
was detailed to our committee. Gold coin had always been
shipped from one point to another by express. The brilliant
thought occurred to the Secretary of saving these express fees
and sending by parcel post. In that way he would only have o
pay the Post Office Department, and really would not pay at all,
ac it is only a matter of bookkeeping, transferring a credit from
the Treasury Department to the Post Office Department. The
express companies insured the gold while the Post Office did not.
Seventy-eight million dollars in geld coin have been shipped
from the mint in Philadelphia to the subtreasury in New York
by separating the coin in small bags so that each bag came
within the parcel-post limit of 20 pounds, and in that way be-
tween 100 and 200 tons of gold were made up into small pack-
ages and sent to New York at no cost to anyone except the rail-
roads, and the Secretary plumes himself on this business trans-
action.

My instinet is not to criticize any plan which saves money
for the Government, for it is so uniformly imposed upon and
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buncoed, its operations are conducted at such great cost com-
pared with any other business, that I applaud any device for
saving which is reasonable and decent. If at present the ra:l-
roads were being overpaid for their carriage of parcel post I
might think this was a shrewd device to get even. But whea
they are notoriously underpaid and the extra load and expense
impesed upon them by the parcel post has never yet been fairly
computed and provided for, to make up shipments of seventy-

_ eight millions of gold coins into little bags and compel the rail-
roads to carry it for nothing, requiring special trains and serv-
ice, is a sort of Shylock performance unworthy the National
Government, and although it saved us money, I do not think it
an achievement to boast of. If it indicated a painstaking dis-
position to save money in the extremity of the Treasury it would
be more excusable, but as a sporadic outburst of economy and
a specimen of mean and unfair dealing, it is not creditable.

Mr. GOODWIN of Arkansas. How much was that saving?

Mp., GILLETT. I have forgotten the amount of the saving.
I think it was about $35,000. It was a material saving, how-
ever, The express companies have to insure the gold, and the
parcel pest does not insure it.

Mr. PLATT. Was that gold really shipped from Philadelphia
to New York without being insured in any way?

Mr. GILLETT. It was.

Mr, PLATT. Angd if it had been lost, the Government would
have had no recourse? s

Mr. GILLETT. It would have had no recourse.

Mr. PLATT. Well, I think that is pretty poor business.

Mr. GLASS. Right on this point may I interrupt the gentle-
man? Does the gentleman know whether or not the Treasury
Department has created this condition of affairs which up to
12 months ago had prevailed for 30 years? The Government of
the United States for that period——

Mr, GILLETT. 1 am yielding for a question. If it is not a
question, I do not care to yield.

Mr. GLASS. It is a guestion, but not a long one.

Mr. GILLETT. I do not care to yield for a statement.

Mr. GLASS. The Government of the United States for a
period of 30 years—— .

Mr. GILLETT. Now, Mr. Chairman, I decline to yield any
further. That is n statement.

Mr. GLASS. I have to make the statement in order to ask
the question.

The CHAIRMAN. The gentleman from Massachusetts de-
clines to yield.

Mr. GILLETT. Another act of the Treasury Department
which seems to me of a similar character and spirit is con-
nected with collection of the income tax. The law imposing an
income tax provides (sec. 2d, sixth proviso) :

That persons liable for the normal income tax only, on their own ac-
count or in behalf of another, shall not be required to make return of
the income derived from dividends on the capltal stock or from the net

earnings of corporations, joint-stock companies, or associations and
insuzance companies taxable upon thelr net Income, as hereinafter pro-

vided.

Persons whose annual net income is more than $3,000 and not
more than $20,000 are liable for the normal income tax only.

The Treasury Department form 1040 for the return of net
income during the 10 months of the year 1913 required (line
2. p2):

Total amount of income derlved from dividends on the stock or from
the net earnings of corgorntlo::s, Jjoint-stock companies, associations, or
insurance companies subject to like tax.

On Febroary 7, 1914, the Treasury Department issued to col-
lectors of internal revenue a circular (T. D. 1945) quoting the
proviso of the income-tax law above set forth and saying:

You are Informed that returns of individuals, when such individuals
are subject to the normal tax only, need not include the income derived
from the dividends or net earnings referred to above. When Individ-
uals are subject to the additional tax, such income derived from sald
dividends or net earnings must be shown on the return.

This appeared to settle the guestion conclusively, and it was
to be expected that a revised form would make it clear to in-
come-tax payers exactly what requirements they were obliged
to meet.

But form 1040, revised, issued for individual tax returns for
1914, contains (line 25, p. 2) : _

Dividends on stock or from the net earnings of domestic corporations,
oint-stock companies, associations, or insurance companies subject to
ike tax. . .

The eaption of page 2 of this form reads as follows:

This statement must show in the proper spaces the entire amount of
gains, profits, nnd Income recelved by or accrued to the individual from
all sources during the year spcclﬁl on page 1, except income derived
from the obligations of the United States or any of Its possessions, or
0? any State or politieal subdivision thereof, including district drainage
honds, and amounts pald by a State or any politleal subdivision thereof
for services rendered as any officer or employee,

E:;agmph 1. instroctions, page 4 of this form, states:

return shall be made by every cit

ml;etél:;te%eségligs a%hhomhe or ab%ng. rc{ng bl;egv::y 't;leersE; !E-ggid}ii;;tei%
33000 neg Bt ror'then?gmgﬂt yaem.t en thereof, having a net income of

And the affidavit on page 4 is equally comprehensive.

There is not a line or word anywhere in the form to indicate
the exemption of income from corporate stocks in the case of
individuals not subject to the additional tax.

This class of income-tax payers—those having a total net
income of not more than $20,000—constitute numerically an
enormous majority of those affected by the tax; and few of
them are familicr with the law, or so sure of the law, as to
maintain their rights against the express provisions of a Treas-
ury Department requirement. This requirement operates as an
inquiry into their private affairs from which the statute ex-
pressly exempts them. Thus the Treasury Department, know-
ing that it has no right under the law to demand from the
great majority of the persons affected information as to the
stocks which they possess, after it has been called to their atten-
tion and they have ruled and cdmitted that they have no such
right, still send out a form demanding such information, threat-
ening a heavy penalty for failure to give it, and making no
suggestion that anyone is excused from it. It is an unjustified
and mean attempt either to collect from innocent citizens taxes
which they are under no obligation to pay, or to spy into their
affairs and acquire information about their property which
they are not obliged to reveal.

I can see no excuse for it. It is an irritating assumption of
illegal power, a meddlesome attempt to encroach upon the
rights of citizens unworthy any officer of a great Government.

Mr. MADDEN. Mr. Chairman, will the gentleman-yield for
a short question?

Mr. GILLETT. Yes.

Mr. MADDEN. Has the gentleman thought of the fact that
there is a recent ruling by the Secretary of the Treasury that
no person will be allowed to deduect his losses from hig income
this year?

Mr. GILLETT. No. I was not aware of that. )

The Secretary of the Treasury in his estimates suggested
another great economy and reform, which I am happy to say
the committee did not adopt. He recommended that for the
erection of public buildings throughout the country a lump
sum of $14,000,000 should be segregated, leaving it to him to
determine how and when several millions of that money should
be spent. This would be very useful for him. It would compel
every Congressman who wished a building commenced or com-
pleted in his district to go to the Secretary and make terms with
him. [Laughter,]

Mr. FITZGERALD. That provision did not originate with
the present Secretary. It was originated by Secretary Mac-
Veagh, and has been recommended several times and always
refused.

Mr. GILLETT. It would have been more effective, I sus-
pec::i this time than it would have been under any other adminis-
tration. r

Mr. FITZGERALD. That is only on the theory that this is
a more effective administration.’

Mr, GILLETT. Millions of congressional pork would be
absolutely in the control of the Secretary, to be doled out at
such times and on such conditions as he should determine.

The influence of the Executive on Congress during this admin-
istration has been greater than at any time since the reign of
Andrew Jackson. Its growth is one of the most dangerous
symptoms in our politics. It makes one feel like introducing
in our parliament the famous resolution which Col. Barre in-
troduced under George III a century and a half ago—* The in-
fluence of the Crown has increased, is increasing, and ought to
be diminished.” But here is a shrewd proposition of the Sec-
retary of the Treasury to increase enormously the patronage
and influence of the administration. I suppose, as the offices
have been largely distributed, and perhaps are giving out, some
new source of power had to be invented, and here was discovered
a fine method of continuing the dependence and subservience of
Congressmen,

My own Massachusetts delegation offers a good illustration
of that dependence in the past. In this Congress there were
eight Democratic Members. Two of them have been reelected
to the next Congress. Of the other six, places have been pro-
vided for dne as Assistant Secretary of the Treasury, for'two
as postmasters of their home ecities, and fcr one as United
States marshal. Of the others, one signed a report against the
adgministration’s pet measure, the shipping bill, aud so, of conrse,
put himself withont the pale; but twhy the other lone Member
has been discriminated against and still left outside the breast-
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works of patronage, I do not understand. Perhaps the plum is
still kept dangling. [Laughter]. Thus the dependence of the
executive and legislative branches of the Government is main-
tained. Thus the policies of the administration win the support
of an appreciative and grateful, if not an impartial, majority in
Congress,

We see by the press that the President has invited the Pro-
gressive Senators to talk with him about the shipping bill, and,
about the same time, that he is considering the appointment of
one or two Progressives on the Trade Commission. Remember-
ing how he removed the only Republican member of the Civil
Service Commission and filled his place, which the law did
not allow to be held by a Democrat, with the nominee of a
Progressive Senator, and how long and faithfully that Senator
supported administration measures, I shall watch with interest
these contemplated appointments. On the Trade Commission,
as on the Civil Service Commission, the law compels the ap-
pointment of some members of the minority party. The Reserve
Board had no such limitation, and accordingly all eight mem-
bers of that board were Democrats. In many parts of the coun-
try the Progressive Party has dissolved, and in his Indianapolis
speech the President made a strong appeal to them to join the
Democratic Party. Under these circumstances, is it obeying
the spirit of the law to appoint accommodating Progressives as
representatives of the minority party? [Laughter.]
~ In the recent campaign I was criticized by my opponent on
the stump because I had said:

He [the President] has certainly shown himself a wonderful master
in the distribution o iatronage. The most experienced politician has
never shown greater skill in pacifying a voraclous animosity by the
distribution of loaves and fishes than this college professor.

I see no reason to retract or modify the statement. I spoke
of Andrew Jackson, the great spoilsman, as the prototype of
this administration. But I have discovered an earlier model.
In the history of the Lewis and Clark expedition I find the fol-
lowing :

The chiefs and warriors held a eouncil among themselves to decide
on the answer to our speech, and the result was that they confided in
what we had told them, and resolved to follow our advice. This reso-
lution once made, the principal chief, Tunnachemootoolt, took a quan-
tity of flour of thie roots of cows, and going around to all the kettles
and baskets in which his people were cooking thickened the soup into
a kind of mush. He then began an harangue, mnkin&l known the
result of the deliberations among the chiefs, and after exhorting them
to unanimity concluded by an invitation to all who agreed to the
proceedings of the council to come and eat, while those who wonld

not abide by the decision of the chiefs were requested to show their
dissent by not partaking in the feast.

[Laughter.] y
The concluding appeal of the orator effectually stopped the mouths of

every malcontent, and the proceedings were ratified, and the mush
devoured with the most zealous unanimity.

[Laughter and applause,]

Tunuachemootoolt lived a hundred years before his time.
He should be canonized with Andrew Jackson as one of the
patron saints of the Democratic Party. Does not his state-
craft charmingly illustrate and anticipate the success of this
administration? And if the request of the Secretary of the
Treasury had been granted and he had been given full control
over the expenditure of the fund for public buildings, what an
eager rush there would have been toward the bowl of mush and
what unanimity in voting! [Laughter.]

In glancing over the list of special attorneys employed by
the Attorney General my eye happened.on the two familiar
names of Bryan and McAdoo, and an unsuspecting interest in
the pursuit of abstract fruth brought out the surprising infor-
mation that these names were attached to the persons of sons
of two Cabinet officers. The Attorney General obviously knew
earlier than we did of the animating principle of the premier
of this acministration expressed so forcibly in the now famous
Vick letter, and indicating that Government offices exist in order
to give employment to deserving Democrats—and, of course, all
members of the family should be included. The Secretary of
the Treasury is to be congratulated on having a son so brilliant
and precocious that when just commencing the practice of law
he is worth $2,000 a year to the United States as a lawyer.
The son of the Secretary of State, the premier of the admin-
istration, was, of course, worth a higher salary.

As indieating how the principles of the Democratic Party, like
everything else mortal, are subject to change, I am reminded of
an incident in the Forty-fourth Congress, when the House was
Democratic and removed from office the Doorkeeper, Fitzhugh,
the man who attained fame by the expression, “I'm a bigger
man than old Grant.” The report of the Committee on Rules
recommending his removal contains this sentence:

The appointment of his son, a mere boy, to a $2,100 place, and when
that was vacated by him then his renppolntment and retention as file
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This referred, of course, to nepotism. How heretical and
antiguated that sentiment would seem to this administration!
[Laughter and applause on the Republican side.]

In a recent speech the President compared himself to the
captain of a college football team. He did not give any details
of his organization, but it does not require much imagination to
A1l up the membership of his first team. I venture to make a
guess at it. The President, as he says, would be captain. The
captain has despotic authority. No one questions his commands
and the slightest disobedience is punished. So far the Presi-
dent’s metaphor is perfect. The President would also doubtless
fill the position of quarter back, the one who gives the orders
on the field. The title of end men is so appropriate to those
promoters of national merriment, Secretary Daniels and Secre-
tary Bryan, that I am sure no one would contest with them those
places. The stalwart form of the chairman of the Ways and
Means Committee would doubtless be selected for center, whose
duty it is to pass the ball up to the quarter back, having first
received from him exact and explicit orders. The tackles would
be those wiry athletes [laughter], the chairman of the Finance
Committee of the Senate and the chairman of the Appropriations
Committee of the House [laughter and applause], although after
our colleague had made his speech describing the mess of the
Democratic Party he might be relegated to full back, and even
farther back than that, although he would certainly be brought
forward again when any kicking was to be done, for no one
would dispute his preeminent qualifieation in that line,
[Laughter.] For half backs to carry the ball the eaptain would
undoubtedly select those two dispensers of patronage, the Post-
master General and the Secretary of the Treasury, for he could
be certain that no member of the team would ever lose sight of the
ball aslong asthey carried it, but would follow them desperately
and unfalteringly to the goal. It is a question whose tactics
would be most successful in advaneing tho ball, the elusive and
sinuous and artful dodging of the Secretary of the Treasury or
the mad, headlong, straightforward rushes of the Postmaster
General, but each could be sure of the team’s enthusiastic sup-
port until the last office was distributed. There are so many
candidates for the position of guards, particularly guards of the
Treasury, and they are all so incompetent, that I shall not un-
dertake to guess who would be selected. And when the line was
formed for a grand, final struggle and the captain wished to call
upon the team for their supermost exertion and extract from
them the last frenzied ounce of strength he would doubtless
shout out to them the signal, not in the usual mysterious num-
bers, but in four gladdening letters—P O R K—and with that
incentive and inspiration the team would put forth their ex-
tremest effort. [Laughter and applause on the Republican side.]
As long as the intoxication of that magic slogan lasts who could
withstand their onset?

Thus I have endeavored to point out some of the defects which
came to my mind during the formation of this bill. I will say
frankly what I am sure you would not otherwise suspect, that
I do not claim to have always spoken in a purely judicial and
impartial spirit. Very likely some of the items I have called
attention to were quite justifiable. But I consider that a proper
function of the minority is to eall attention to abuses or probable
abuses or tendencies which may grow into abuses. We may not
succeed in righting or even discovering a wrong, but it is always
healthy for any administration to know that to commit wrong is
unsafe, that it is watched, that it may be detected, and is never
secure against disclosure and public eriticism. [Applaunse.]

Mr. FITZGERALD. Mr. Chairman, how much time has been
consumed on both sides?

The CHAIRMAN. The gentleman from New York used 1
hour and 12 minutes and the gentleman from Massachusetts
53 minutes. :

Mr. FITZGERALD. I yield 20 minutes to the gentleman
from North Carolina [Mr. Pace].

Mr. PAGE of North Carolina., Mr. Chairman. it is not my
purpose to undertake to reply to the very able speech that has
been delivered by the minority leader on the Appropriations
Committee [Mr. GiLLETT] nor to address myself to the bill under
consideration at this time. An incident that has been brought
to my notice within the last few days in connection with the
administration of the tax laws of the District of Colnmbia in
the matter of assessment of taxe$, relative to which a great
deal has been said at one time and another by various people
in the consideration of the District bill and Distriet legislation,
leads me to eall the attention of the House, and ineidentally
those who are administering the laws of the Distriet of Colum-
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bia, to tHe situation that exists in connection with the levy and
*collection of taxes.

The contention has been made by certain gentlemen in this
connection that the levy of taxes both as to assessment of real
estate as well as of property that is covered under that assess-
ment in the District of Columbia, is extremely favorable to the
property owner here. On the other hand, there are those in
the House, as elsewhere, who have contended with a good deal
of vehemence that the property owner in the District of Co-
Jumbia bears as great burden of taxation as does the average
citizen of the States of the Union or other municipalities.

I am not at this time going to express an opinion as to
whether or not the contention of those I have first mentioned is
true or that of the latter. There is a feeling on the part of a
great many Members of this House that there are certain
classes of property owned in the District of Columbia that
should be placed on the tax list which at present, under the
law, are not. Under the present law there is an assessment
levied upon the property of the District through an organiza-
tion in the assessor's office, as far as real estate is concerned,
of a valuation of not less than two-thirds and 1% per cent on
that valuation.

The law also provides for an assessment against tangible
personal property, and the rate placed upon this is also 1% per
cent. However, the law under which this tax is levied has
upon a little investigation npon my part revealed its weakness.
Further than this, I am satisfied that those who are adminis-
tering the law in the matter of placing an assessment, particu-
larly on personal property in the District of Columbia, are not
carrying out the law as it is written—certainly not in spirit.

Necessarily, in order to bring to the attention of the House
the matter I have in mind, I am forced to be personal. So far
as I remember, during my residence in the District of Colum-
bia for 10 years I have never been asked to file an inventory
with any official of the District of the personal property that I
own. I find that a great many other gentlemen with whom I
have conversed are in exactly the same condition.

The other morning, a few days ago, I received from the as-
sessor's office of the District of Columbia a notice of a delin-
quency on my part for not having paid taxes on personal prop-
erty. I presume other gentlemen may or may not have re-
ceilved a like notice. That notice read as follows:

Hon. RoBErT N. PAGE,
© 1827 Park Road.

Simm: You are hereby notified that the board of personal tax ag—
praisers, under authority of the act of Congress n‘gprored .1'r|.1‘1 1, 1902,
as amended by the act of Congress approved April 28, 1904, has made
an asscssment of your personal property in the sum of $2,400, which in-
cludes a penalty of 20 per cent, upon which there is levied a tax of
1% per cent upon said assessed value, a tax of $36—

And so forth.

I am entering no personal complaint about the amount of the
assessment that I am called upon to pay, but I do feel that I
have a grievance in that the first notice that I have received
relative to my indebtedness to the District of Columbia upon
my personal property carries with it a penalty of 20 per cent of
the amount assessed.

Mr. GILLETT. Will the gentleman yield?

Mr. PAGE of North Carolina. Yes.

Mr. GILLETT. Did the gentleman inquire why he did not
get the original notice?

Mr. PAGE of North Carolina. I am reaching that. My cu-
riosity was aroused somewhat, and I immediately called up the
assessor of the District of Columbia and asked him for an ex-
planation as to why I was taxed with a penalty upon the very
first notice I had had that there was anything due the District
of Columbia from me for personal taxes. I said, “ Have I filed
with you any inventory of personal property?” He said, “ Prob-
ably not.” My next question was, “ How did you arrive at the
amount of the personal property, to wit, $2400?” He an-
swered, “ Upon the best information we could obtain.” I was
still insistent and a little curious. I said, “ How did you get
the information, and from whom did you get it? You certainly
did not inguire of me, nor did I give it.” He hesitated to an-
swer that question. I fired another at him, in which I wanted
to know how they determined the amount of personal property
of citizens in the District. I was not only amazed, but I was
shocked, as many of yon will be when I tell you his reply—
“that his employees in the office walk the pavement in front
of my dwelling and the dwellings of other people who live in
the District of Columbia anfi guess at the amount of personal
property it contains.”

Mr, MONDELIL. Will the gentleman yield?

Mr. PAGE of North Carolina. Yes.

Mr. MONDELL. What would they do in the case of an
apartment house?

b NOLGIY LUl ki UMY sl s lsade

Mr. PAGH of North Carolina. I suppose he would go in and
look at the number of letter boxes in the lobby and guess at the
personal property of each one of the occupants. In explaining
his method he mentioned 1620 Massachusetts Avenue. I do not
know who lives there. He said:

My assessor or walk
Aud views this howke on, (e Guisie Sad MALes oh a it eva
personal property therein,

Mr. MONDELL. How does he know whether the house is
abandoned or closed, and whether it is practically stripped of
the furniture or full of the richest and finest furniture?

Mr. PAGE of North Carolina. Necessarily he does not know,
and the gentleman from Wyoming knows he could not know. I
suggested to him that even fhe house at 1620 Massachusetts
Avenue might contain nothing more than a dining table and
two chairs, and yet from the outward appearance his employee
might guess that it contained $10,000 worth of personal prop-

Mr, MONDELL. Is not the inevitable result of the system
that those who are underassessed say nothing and all that feel
themselves aggrieved protest?

Mr. PAGE of North Carolina. Of course, and that is the
point T was coming to. Under any such system as is In vogue
in the office of the assessor of the District of Columbia on
personal property the result must necessarily be that those who
are overassessed complain and those who are underassessed pay
the amount they are assessed without mentioning the fact that
they have more.

Mr. MONTAGUE. Mr. Chairman, will the gentleman yleld?

Mr. PAGE of North Carolina. Yes,

Mr. MONTAGUE. Perhaps I could obtain the information
elsewhere, but the gentleman probably has it at his finger's end.
Who appoints this tax assessor?

Mr. PAGE of North Carolina. Mr. Chairman, the gentleman
has asked a question I was coming to in a moment. This tax
assessor is named by the Commissioners of the Distriet of
Columbia, and I wonder how many Members in this House are
aware of the fact that he is named for life, upon good behavior,
that there is a specific clause in the law, a provision that he
can not be removed except for malfeasance in office, neglect of
duty, or inefficiency. That applies not only to the assessor but
to his assistants as well. -

Mr. MONDELL. Mr. Chairman, will the gentleman yield?

Mr. PAGE of North Carolina. Yes.

Mr. MONDELL. Does the gentleman say that the policy to
which he has referred as the one in vogue indicates good offi-
cial behavior on the part of the assessor? Does the gentleman
know of any other place on earth where that sort of system
would be tolerated for a moment?

Mr. PAGE of North Carolina. Mr, Chairman, possibly I
ought not to relate here a conversation that I had with the gen-
tleman over the telephone, but this led me to ask this gentleman
why he did not place in the hands of the owners of personal
property in the District of Columbia a blank inventory upon
which they might fill out under oath what they had and file it
with him, so far as the personal property was concerned. I
asked him if he knew of any other assessor anywhere on earth
who did not undertake to place in the hands of the people whom
they were taxing an opportunity at least to file an inventory
of their taxable property. He freely admitted that he knew
that the Treasury sent out such a notice. Whether he knows
that every county in every State in this Union does the same
I do not know; but the conversation went so far, I will say in
answer further to the gentleman—and at that time I did not
know that this man held his office for life; that he could not be
removed except for cause—that I said to him that a man who
had no more administrative ability and no more initiative had
no business holding the office that he held.

Mr. DUPRE. Mr. Chairman, will the gentleman yield for a
question?

Mr. PAGE of North Carolina. Yes.

Mr. DUPRE. Is there no requirement in the statute that
compels this man to serve notice on and have the taxpayers
make a return?

Mr. PAGE of North Carolina. Absolutely none to eompel him
to serve notice. That is a defect in the law. He is doing no
more than he is compelled to do, whereas if the man had
proper initiative and was really trying to carry out the law as
it is written, not only in its letter but in its spirit, he would
himself initiate methods, whether they were laid down in detail
in the law or not, by which he could reach the property and
see it was properly assessed and those taxes paild,

Mr. MONDELL. Mr, Chairman, will the gentleman yield
f i

urther? . S :
Mr. PAGE of North Carolina. Yes.
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' Mr. MONDELL. In the gentleman's investigation did he dis-
cover whether there was any way by which a taxpayer could
pay his taxes on personal property without this penalty?

Mr. PAGE of North Carolina. I do not know that I asked
exactly that question’; but taking the case in point, if the gen-
tleman will point out to me how I could have pald my taxes and
have avoided this 20 per cent penalty, when this is the first
intimation I ever had of what they had assessed against me—
and I suppose I am treated as other property owners in the
District are treated—I would be very glad to have him do so.
I can conceive of no such way.

Mr., MONDELL. I will say to the gentleman that I received
such a notice as he did, and I am glad that he investigated it.
1 thought of doing so, but neglected to do so. I do know that
the tax collector does invite all of those who feel that they are
overassessed to object, and ask for a reduction, by referring
them to the blank space for a schedule on the back of the notice.

Mr. PAGE of North Carolina. That is done on this notice to
me. In conclusion, Mr. Chairman, I desire to say that this gen-
tleman gave as an excuse to me for not doing certain things I
suggested to him that he did not have the force; that his office
was not equipped so that he could do these things. I want to
put into the Recorp at this place the fact that for the office
of the tax assessor of the District of Columbia in the current
appropriation bill there is an appropriation for the purpose of
assessing real and personal property in the District of Columbia
of $63,740. Salaries are carried for 41 people, The tax assessor
is paid a salary of $3,500, and he has three assistants, at salaries
of $3,000 each. He has two other assistants, at salaries of $2,000
each. He has four people at $1,400; four people at $1,200;
seven people at $1,000 each; two at $900 each; one at $1,200;
one at $900; one at $1,200; two at $1,000; two at $600; one at
$1,500; two at $720; one at $1,500; and a lump sum of $500 for
clerk hire, amounting in all to $47,940 in salaries appropriated
to this office for the purpose of assessing real estate in the Dis-
trict of Columbia. In addition to that, for personal property he
has two assistant assessors at $3,000; one appralser at $1,800;
one clerk at $1,400; one clerk at $1,000; three inspectors at
$1,200, and clerk hire to the amount of $2,000, making a total
of $15,800 for the personal-property assessment, or $68,740 in
all for the assessor’s office.

1 want to say, and other Members of this House can bear me
out, that with an equal number of people to be assessed in many
of the counties represented here by various gentlemen there
are as many individual taxpayers as there are in the District
of Columbia. In many counties there are practically as many
individual taxpayers as there are here, because this gentleman
told me yesterday that there are only 16,000 people who pay
taxes on personal property in the District of Columbia. In my
county the assessments are made upon the property of every
property holder in the ecounty, both real and personal, and the
assessor receives $2,500 a year and has one clerk at $600 a year.
The taxes are collected in that county by the sheriff. He is
paid a salary of about §2,500 and has one deputy at less than
$1,000. The property, real and personal, of every man in that
county is placed upon the tax books, and the taxes are collected,
at a cost of less than $6,000, whereas we are appropriating in
this bill for the purpose merely of assessing the property in the
Distriet of Columbia $63,740, and providing for the employment
of more than 40 people. And yet this man says to me that he
has not the force necessary to send out notices and induce the
taxpayers to file an inventory of their personal taxes. Now, the
gentleman in this House who supposes that the meihod of tax-
ation and the assessment of these taxes and thelr collection in
the District of Columbia is ideal has another guess coming. I
venture the assertion there is not another political jurisdiction
in the world that is as faulty in its administration In this re-
spect as is within the District of Columbia, nor is there another
place where there are as many people subject under the law to
assessment and levy of taxes who escape altogether any taxa-
tion. [Applause.] f

The CHAIRMAN. The time of the gentleman has expired.

Mr. PAGE of North Carolina. I ask unanimous consent to
revise and extend my remarks.

The CHAIRMAN. Is there objection to the request of the
gentleman from North Carolina? [After a pause.] The Chair
hears none.

Mr. FITZGERALD.
time on his side.

Mr. MONDELL. Mr. Chairman

The CHAIRMAN. The Chair will inquire of the gentleman
from Wyoming if he has charge of the time for Mr. GrLLETT?

Mr. MONDELI. The gentleman from Massachusetts [Mr.
Girerr] asked me to yield 40 minutes to myself on his behalf.

The CHAIRMAN. The gentleman from Wyoming is recog-
nized for 40 minutes,

I will ask the gentleman to use some

Mr. MONDELL. Mr. Chairman, at the close of the remarks
made by the gentleman from New York [Mr. Frrzgerarp], the
chairman of the committee, the gentleman from Massachusetts,
the ranking minority Member, asked the gentleman from New
York if in his opinion this bill could have been further re-
duced in the amounts carried in the various items without
serious injury to the public service. I do not know whether
the gentleman from Massachusetts intended to be facetious or
not. If that was his intent, his question was certainly a most
excellent joke, for I want to bear testimony to the effect that
when the careful and painstaking chairman of this committee,
the gentleman from New York, gets through with his trim-
ming process on an appropriation bill in the face of a deficit in
the Treasury, no one else need to undertake the job with a view
to finding any fag or loose end which might properly have been
eliminated. The gentleman from New York is the most scientific
trimmer that I have ever had the pleasure of meeting.

Mr. FITZGERALD. I do not like that expression.

Mr. MONDELL. I mean a trimmer of appropriation bills.
The gentleman from New York is never a trimmer in any other
way. He is upright and downright and four square to all the
winds that blow, but his fine hand in trimming an appropriation
bill is a thing to admire if you are seeking economy. Yet I want
to say for the gentleman from New York that a fairer man does
not live, that with all of his efforts at economy, which are com-
mendable in the state of the country’s finances, that he has
endeavored, and I think successfully, in the main, to make
reasonable appropriations considering the circumstances and
the condition of the Treasury for every governmental activity.
Certainly, he has been painstaking and, I hope, successful in
avoiding any cut which would actually seriously embarrass the
officials of the Federal Government in carrying on the more
urgent part of the Nation's business.

It is regrettable, when the Treasury of the country is in the
condition in which we now find it, without regard to the causes
which produce that condition, that necessitates refusing al-
most every request, no matter how reasonable, for enlargement
and extension and betterment to the public service. It even
leads to the refusal to appropriate for the reasonable upkeep of
some classes of Government property. Under these conditions
there is bound to be a parsimony which is not always economy
in the long run; of course, there must be a denial of that
growth and expansion and improvement of the public service
which is desirable in a great and growing country like ours.
Now, the minority has not the same sort of responsibility in
regard to expenditures that the majority has; and yet the
minority has a certain responsibility, and particnlarly the
minority members of the Committee on Appropriations. While
we can absolve ourselves from all responsibility for those
things which we believe in the main brought about this de-
plorable condition of the Treasury, still we can not absolve our-
selves from our responsibility as Representatives not to plunge
the Nation toward bankruptecy or in the direction of bond
issues for expenditures that are not absolutely essential, The
unfortunate and somewhat embarrassing position which a Mem-
ber of the minority finds himself in is when we come to con-
sider just how far we may cut an item without disastrously
affecting the service—just how much we can agree with the
majority in leaving out items without depriving the Govern-
ment service of those betterments and improvements and en-
largements that are needed and in some cases almost essential.
In view of the present lamentable condition of the Treasury,
rapidly growing worse, heading in the direction of a bond
issue, I for one am glad to join with the members of the com-
mittee, of which I am a member, in economy, so far as that can
be done, without considerable and lasting injury to the publie
gervice; and therefore I shall support the committee in the
main in this bill, although I regret the extent to which many
items have been reduced. There are a few items in the bill
which I believe ought to be increased, but in the main it is my
purpose to stand by the committee in its work and in its deci-
sion; and I particularly commend the chairman of the com-
mittee for the splendid work he has done in connection with
this bill, for the care he has given to the preparation of its
items, and the absolute fairness at which he has arrived at in
his judgments with regard to the various items.

Mr. SLOAN. Will the gentleman yield?

Mr. MONDELL. I will,

Mr. SLOAN. I noticed the gentleman’s chivalrous assumption
of part of the responsibility for economy. Does the gentleman
assume any of the responsibility for the necessity for this econ-
omy arising——

Mr. MONDELL. I think I said a moment ago I assume no
responsibility at all for the legislation and the attempt at legis-
lation and general bad administration which, in my opinion, is
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almost wholly responsible for the present lamentable condition
of the Treasury.

Mr. BORLAND. Mr. Chairman, will the gentleman yield?

Mr. MONDELL. I yield.

Mr., BORLAND. The gentleman will realize, of course, in
answering the question of the gentleman from Nebraska, that
practically all the activities that are appropriated for in this bill
are the inheritance of former administrations; that they are not
created by the present Democratic administration, but that ad-
ministration is taking care of the expenses contracted under a
Republican administration to which the Government is obli-
gated, and, of course, we must meet that obligation.

Mr. MONDELL. That is true, but nobody is complaining
about that—— !

Mr. SLOAN. Will the gentleman yield?

Mr. MONDELIL. In just a moment. The complaint and the
criticism is that the gentlemen of the opposition in inheriting
these responsibilities did not have the wisdom and judgment to
provide the funds for carrying on these important works and
activities,

Mr. SLOAN. And it is observed that these activities are rec-
ognized as beneficent, wise, and prudent?

Mr. MONDELL. Oh, always. While Republican legislation
is anathema in its enactment so far as the opposition is con-
cerned, it is always approved and upheld so far as its effects are
concerned when it actually gets to work. Even as to those fea-
tures of our legislation which they constantly continue to criti-
cize as a matter of policy, such as our tariff views, they do not
dare to criticize the results in splendid progress, development,
and prosperity in the country and in keeping the Treasury con-
stantly replenished to meet the necessary outgo in the interest
and for the benefit of the people of the United States. [Ap-
plause on the Republican side.]

RECLAMATION PROJECTS.

The Committee on Appropriations in this bill appropriates
for the first time for the Reclamation Service, the service that
has charge of the construction of works for the irrigation and
reclamation of arid lands in Western States. There was some
question of jurisdietion as between this committee and the
Committee on Irrigation in regard to that matter, and I felt
a little, although I am a member of this committee and not a
member of the other, in that regard like the fellow who when
quizzed on his deathbed as to where he hoped and expected
to make his home in the future, said that he had conflicting
emotions, because he felt that he would find friends in both
plfces. So far as the interests of my State in reclamation
matters are concerned, I am sure they would be properly con-
sidered and eared for whichever committee had charge of the
matter, and therefore, except for the fact as a member of the
Committee on Appropriations I am very glad indeed to have to
do with these matters, I am not much disposed to get excited
on the proposition of jurisdiction. I do think that under the
present rules of the House the Committee on Appropriations
unquestionably has jurisdiction, and that the decision arrived
at was a proper omne.

Up to June 30 last there had been received from the receipts
of public lands in the States and Territories where those re-
ceipts flow into the reclamation fund the sum of $81,818,772. A
number of years ago, as the result of a bill I iniroduced, a
bond issue of $20,000,000 was provided for to aid in carrying
on these projects and in their development. From these two
sources there was available up to June 30 last for the service
$101,813,772. Of this sum $91,664,628.76 had been expended
in the construoetion. There had been, however, repayments
relating to construction in the sum of $5,206,018.61, leaving the
net expenditure $86,458,610.12. Projects had been undertaken
in all of the States subject to the reclamation law and under
its provisions prior to the present fiscal year, with the excep-
tion of the State of Oklahoma, and this bill contains an item
for a small project in that State. The total of estimates pre-
sented to the committee for the fiscal year 1916 was $14,776,000,
The total recommended in this bill is $13,430,000, a reduction
below the estimates of $1,346,000.

It is my purpose at this time to briefly discuss, particularly
for the benefit of my friends from the States affected, the
reasons as they appealed first to the subcommittee and then to
the full committee for these various reductions. I shall not
have time in the period allotted to me to discuss the projects
generally. I shall not, unless I am requested to do so by some
gentleman, refer to any of the projects except those where there
has been a reduction below the estimates. The first reduction
below the estimate submitted is in the case of the Yuma project,
which is partly in Arizona and partly in California. Before I

go to that item, however, I want to say this as to the desire and
view of the committee in making these appropriations. It
was the aim of the committee to provide the sums necessary

for the maintenance and for the orderly development of all
projects estimated for, except the one which is eliminated and
to which I will refer later. Though Mr. Ryan, the comptroller
of the service, under whose direction the estimates were made,
stated to the committee that the estimates were liberal, no re-
ductions were made except in those cases where it was clear
to the committee beyond a reasonable doubt that the project
could be developed according to the plan of the service and
substantially as contemplated by them during the fiscal year
for which the appropriation was made for a lesser sum than
the service had asked.

Coming now fo the first case—the Yuma-Arizona-California
project—the estimate was $934,000.

Mr. SMITH of Texas. Will the gentleman permit a question?

The CHAIRMAN. Will the gentleman from Wyoming yield
to the gentleman from Texas?

Mr. MONDELL. I will yield.

Mr. SMITH of Texas. As I understand it, these estimates
in regard to the construction were based upon the reports of the
engmk?era as to what it would take to do a given amount of
work ?

Mr. MONDELI. The engineers in the field.

Mr, SMITH of Texas. Yes, sir. Now, what I would like to
know is how the committee arrived at the conclusion that these
estimates were incorrect?

Mr. MONDELL. The committee did not exactly arrive at
the conclusion that the estimates were incorrect. That is not a
correct statement to make. If that were the view with regard
to every réduction that is made in this and other appropriation
billg, then we would have to hold that no branch of the public
service submitted correct estimates, because here are thousands
of reductions in this bill.

Mr. SMITH of Texas. The gentleman is correct about that.
I would not contend any such thing as that, but I just wanted
to know how the commiitee arrived at it, so that I can form an
opinion of my own as to whether the committee or the Reclama-
tion Service is correct.

Mr. MONDELL. This is a fact, that we know these estimates
were made hurriedly. The service did not have very much time
in which to prepare and present to the department the estimates
on which this bill is based. In some instances, so they informed
us, they telegraphed the district engineer to send in his estimate,
and in some cases those estimates may have come in by wire.
We are all of us more or less familiar with the public service,
and we know that under those circumstances it is not at all
likely that any project engineer would underestimate his neces-
sities or underestimate the amouiit that he needs. Further than
that, as I have said, Mr. Ryan, who prepared these estimates in
the office of the Reclamation Service, assured the committee
that the estimates were liberal, though they were in some cases,
no doubt, below the estimates sent in from the field. Further
than that, the hearings themselves developed the fact, both in
specific eases and through the hearings as a whole, that the
estimates were, as Mr. Ryan said, liberal. And yet the com-
mittee made no reduction except in those cases where we be-
lieved from the testimony, from the thirteenth annual report of
the service, and from a very valuable volume which they pre-
pared for our use, a volume of very great detail and of some 500
pages, under the title * Discussion of Projects,” that the reduc-
tions were justified. We secured information from all these
sources, and we only reduced where, in our opinion, it was quite
clear and evident, beyond any reasonable doubt, that the devel-
opment which the service contemplated, and to the extent that
the service did contemplate it, could be provided and paid for
for a lesser sum than the sum estimated. There is only one case
in which we departed somewhat from that in our theory in
regard to the reduction. That is in the case of the Sun River
project in Montana, where the committee was of the opinion that
eertain work planned in the nature of storage on that project
need not be developed as rapidly during the coming fiscal year
as the service anticipated developing it, though the reduction
we made would not necessarily halt that particular feature of
the project if, in the opinion of the service, that feature of the
project was more important than the distribution system for
which provision was made.

Mr. BORLAND. I was going to ask the gentleman whether
it was not a fact that the hearings developed in some cases that
there were certain portions of new work estimated for that
were not in immediate demand for practical purposes in connec-
tion with these projects and that they could very well wait for
subsequent appropriations?

Mr. MONDELL. That was true; but the only case in which
the committee made any considerable reduction on the theory
that any particular work contemplated need not be carried on
during the fiseal year was in the case of the Sun River and,
to a certain extent, in the very project that I was proposing to
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discuss, namely, the Yuma, where there is a class of work the
necessity for which can be determined only by the conditions of
the flow of the Colorado and the Gila Rivers as they develop.

Mr. BORLAND. Now, another question for the benefit of the
gentleman from Texas [Mr. Smira], the chairman of the Com-
mittee on Irrigation of Arid Lands: Did not the estimates of
the engineers, so far as possible, tend to the completion of proj-
ects that were near enough to completion to cover their final
completion to the point where they could be brought to a condi-
tion of utility to the settler? In other words, were not the esti-
mates of the engineers based upon the theory of bringing each
project that was already sufficiently near to completion up to
the point of practieal service?

Mr. MONDELL. That was true; and the committee made
no attempt to halt the work along those lines and in that direc-
tion. Its reductions were made—if I may state it again—first
and in most cases where it was so clear that there could not
be any reasonable doubt that the work contemplated and pro-
posed could be done for a lesser sum, and, in the case of the Sun
River project, where it was believed that the development of the
Sun River storage project as rapidly as was anticipated would
not be necessary, and therefore not necessary to have so large a
sum appropriated,

Now I yield fo the gentleman from Texas.

Mr. SMITH of Texas. That brings the gentleman up to the
point of giving the information I desired a moment ago. I
understand the amount appropriated for the Rio Grande and
New Mexico project was about $100,000 less than the estimates.

Mr. MONDELL. Yes; §104,000 less.

Mr. SMITH of Texas. What I wanted to get at was whether
or not the committee, in reducing this appropriation, left out
some particular unit of the work that the estimates provide for,
or whether the general estimate as a whole was scaled down
Just so much?

Mr. MONDELL. IfIhave the time, I shall go over every proj-
ect that was scaled in detail and give the reasons for the reduc-
tions in each particular project. Neither in the case of this
particular project nor any, except the Sun River project, did the
committee make any reduction on the theory that any of the
work proposed by the service was to be curtailed or put over to
a later date. In the case of the Rio Grande—and I will discuss
that more in detail later if I may have the opportunity—esti-
mates were made for 1916 for a considerable amount of work
that is now being done, the major part, at least, of which will
be done before the close of the fiseal year; so that, as a matter
of fact, we were asked to appropriate money in 1916 for work
that will be paid for before these moneys become available.
That being true, this item rednced $104,000 still leaves the good,
juley sum of $1,265,000. We felt we could reduce it $104,000
without interfering at all with the orderly, progressive, satis-
factory development of the work.

Mr. SMITH of Texas. The committee, then, has not cut out
any of the work that was proposed to be done?

Mr. MONDELL. Let me remind my friend from Texas [Mr.
SwmrrH] that his project was not reduced as much as the project
in which I am, as a Representative, most interested. His proj-
ect was not reduced one-third as much as one of the projects in
‘Montana. I intend no reflection when I remind the gentleman
in this connection of the fact that his great State, which I
helped to bring under the reclamation tent, has never con-
tributed one cent to this great fund of $81,000,000 from the
sale of lands, while some of the States, like that of the gentle-
man from Oregon [Mr. SiNNorr], have contributed $11,000,000.

Mr. SMITH of Texas. Mr. Chairman, will the gentleman
yield there?

Mr. MONDELIL. Yes.

Myr. SMITH of Texas. It is not my purpose in asking these
questions to antagonize the Committee on Appropriations. I
was asking the questions for information. But I want to say,
in reply to what the gentleman from Wyoming has said, that
the State of Texas in truth has not contributed anything to the
reclamation fund, and neither has the State of Wyoming.

AMr. MONDELL. The State of Wyoming has not contributed?

Mr., SMITH of Texas. No, sir. The public lands of this
country belong to the Government, and upon that basis none of
the States has contributed anything, and it was upon that
theory that the act extending the Reclamation Service to the
State of Texas was passed.

Mr. MONDELL. Ob, I will say to the gentleman, as to that,
that it was just out of very broad notions of good-fellowship
on the part of the people in the arid States that we extended
the helping hand to the State of Texas, and I was very glad to
be one of those who helped. As for the gentleman's statement
that the public lands belong to the people of all the States, if we
applied that rule to Texas she would now be owing the country
many millions of dollars for her public lands she disposed of.
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She has eaten her cake and has it also. I realize that the gen-
tleman from Texas is not ecriticizing and has no desire to an-
tagonize the committee; but I want to remind him that he cer-
tainly has no ground for criticism, first, because the reduction
in his case is less than the reduction in quite a number of other
cases, and that reduction will not, I will assure the gentleman,
in any appreciable degree delay the development contemplated
by the estimates.

thMr-'-' SINNOTT. Mr. Chairman, will the gentleman yield

ere?

Mr. MONDELL. I do.

Mr. SINNOTT. The gentleman from Missouri [Mr. BorLAND]
referred to new work. Are we to understand that new work is
contemplated under these appropriations—new work on new
units? I wish the gentleman would explain that.

Mr. MONDELL. I can not say that the committee laid down
any hard and fast rule or adopted any particular policy with
regard to any new projects. There is one small new project,
very small, in the bill.

Mr. SINNOTT. Will the gentleman explain whether or not
there are any new units, as distinguished from new projects,
contemplated in the bill?

Mr. MONDELL. There are no new units, in the sense of
units, not long since planned and proposed.

Mr. SINNOTT. I want to make myself clear on that. Are
there new units, in the sense of units, on which money has not
been expended heretofore in actual work on the ground?

Mr. MONDELL. There are several new units in the senso
that the carriage ditches have not been built; but there are no
new units in the sense that there are new areas taken up that
already have not been obligated heavily under the projects.
In all cases at least storage and diversion are under way or
completed.

Taking up now in detail the projects where the estimates
were reduced, I first desire to submit a statement of the various
projects, the amounts estimated, and the amounts approved by
the committee for each, with a statement of the reductions in
each case in which reductions were made. It is as follows:

Projects. Approved. | Estimate.
30 Y S e P e e LS S A $590, 000 £500, 000
Yuma, Arfz.-Cal... 725,000 934,000
rland, Cal........ 81,000 97,000
Grand Valley, Colo 702,000 702,000
Uneo: 469,000 469, 000
Boise, 1d. N 1,650,000 | 1,699,000
Minidoka, Tdaho............ 410, 000 410,000
Jackson Lake, Idsho-Wyo - sl [0 il s te P 470 000 476, 000
Garden City, Kans..... 2,000 , 000
Huntley, Mont. ... 130, 000 135, 000
Milk River, Mont. 1,100, 000 1,101,000
Sun River, Mont. . 1, 100, 00D 1,451,000
North Platte, Nebr.-Wyo........... -| 1,140,000 | 1] 248]000
Lower Yellowstone, Mont.-N. Dak. . ..ccucricmmcrasnnsvans 70, 000 83, 000
Truckee-Carson, Nev... ! 236,000 236, 000
N. Mex.. 128, 000 128,000
Hondo, N, Mex._. 6, 000 6, 000
Rio Grande, N. M 1,265, 000 1,369,000
North ta, N. Dak. 25, 000 25, 000
B poe o) - " L AR et Il AN, ST 50, 000 50, 000
Oreg 366, 000 366, 000
317,000 317,000
144, 000 144, 000
393, 000 393, 000
A1, 000 51, 000
250,000 | 1,283,000
478, 000 473, 000
50,000 61,000
430,000 | 14,778, 000
$209, 000
10, 000
49,000
5,000
1,000
8un River. .. 351, 000
North Platte. - 108,000
Lower Yellowstone. . ol 15, 000
104, 000
Becondary projects..........o.....
Oregon (cooperative) omitted.....veecieerrenraoncnnancanas 430,000
1,346, 000
Total recommMMAE. .. coresienivesiismasonnndinntanstsnsnnssamse 13, 430, 000

Yor the information of gentlemen who may become confused
because of the difference of the classification of projects as esti-
mated and as reported, I want to call attention to the fact
that in some cases the storage system and the carriage and
distribution systems of projects were separately estimated. The
committee were of the opinion that it was not logical or wise
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to separate the storage of a project from its irrigated areas,
and wherever this had been done the committee combined them.
For instance, the Milk River project in Montana and the St.
Mary storage project were combined as the Milk River project.
The Rio Grande project and the Hlephant Butte storage project
were combined under the title ““Rio Grande project.” The
Yakima storage project, the Yakima-Sunnyside project, and the
Yakima-Tieton project were combined under the title * Yakima
project.”

The reductions below the estimates were as follows:

: YUMA PROJECT, ARIZONA AND CALIFORNIA,
Estimate $934, 000
Appropriation 725, 000

This reduction of $209,000 was made because it was believed
that the total estimate of $498,500 for drainage and flood
protection would not all be needed during the fiscal year of
1916, if, in fact, so large a sum is needed for those pur-
poses at any time. Of this $498500 for drainage and flood
protection, $137,000 is for drainage and $361,000 for levees
along the Colorado and Gila Rivers and for rock revetment for
the levees already built. Should the reduction in this item of
$209,000 be considered exclusively as a reduction of the amount
to be used for flood protection there still remains, after the
reduction, $152,000 for this class of work. This work, however,
is only necessary in case of unusually high water, and Director
Davis, of the service, informed the committee (p. 62, hearings)
that the revetment would not be placed or needed except in
case of high water. Gen. Marshall, in the hearing before the
committee in the matter of the protection of the Imperial Val-
ley, called attention to the fact that the change in the bed and
course of the Colorado River below Yuma had reduced the high-
water level of that stream in the vicinity of Yuma in the neigh-
borhood of 7 feet. It is quite possible, therefore, that the
amount needed for flood protection on this project in the future
will be much less than has been anticipated. The large esti-
mate for this work was, to a considerable extent, an insurance
against possible contingencies. In view of the fact that the
entire sum provided for this project could be used, if necessary,
for this class of work and that 10 per cent of all of these appro-
priations may, in case of necessity, be used interchangeably, the
committee did not believe it was wise to provide so large a sum
for purposes for which it may not be needed during the fiscal

ear.

. Mr. HAYDEN. Will the gentleman yield?

Mr. MONDELL. Yes.

Mr. HAYDEN. Do I understand, then, that the reduction of
£200,000 below the estimates on this project is only for work in
the nature of levee protection in that connection?

Mr. MONDELL. The reduction was made on the theory that
they could not or would not use as much as they estimated in
the coming fiscal year for levee protection. However, of course
the gentleman knows the money is made avallable interchange-
ably for any feature of the work.

Mr. HAYDEN. But that was the reason for the reduction.

Mr. MONDELL. That was what we had in mind in the reduc-
tion in this case, that as a matter of fact a considerable portion
of the estimate was largely in the nature of a very safe insur-
ance, Assuming that the eut was entirely on that item, which
is only so as a matter of theory, there still remains for that
particular work $152,000, besides doing everything else that is
contemplated.

ORLAND PROJECT, CALIFORNIA,

Estimate
Submitted

One of the items in the detail of the estimate for this project
was item 10—§10,000 for preliminary investigations for the
Stoney Gorge project, or unit. The committee doubted the ad-
visability of making so large an expenditure for this new and
entirely independent project, for it is, as stated by Mr. Davis
(bottom of p. 65, hearings), absolutely new and independent,
and in any event the propriety of making such an expenditure
out of an appropriation chargeable to the Orland project may
well be questioned.

$97, 000
87, 000

BOISE PROJECT, IDAHO.

Estimate $1, 699, 000
Allowed 3 1, 650, 000
Reduction- - et 49, 000

Among the items in the detailed estimate of this project is
item 4: Drainage and flood protection systems, $587,400 (p.
102, discussion and estimates). It is contemplated that $100,000
of this shall be used to complete the drains contemplated in
the Pioneer irrigation district. This work is well along and

will be largely completed before these sums are available. The
remaining portion is largely for drainage in the Nampa-Meridian
district, where work is not yet begun. The committee were of

aThib ) A odh Bdeiw -

the opinion that even a larger reduction than that made could
be made without in anywise interfering with the work con-
templated on this project.

HUNTLEY PROJECT, MONTANA.

Estimate 155, 000
Allowed -_ s15'[!. 000
Reduction 5, 000

The largest single item of the estimate for this project is for

| “ Drainage and flood protection,” $103,797. This sum is esti-

mated as sufficient for the construction of 54,500 linear feet of
tile drains and the execavation of 70,000 cubic yards of material.
The officers of the service stated, “ There is not sufficient infor-
mation at hand to furnish general plans and location of the
work covered by the drainage estimates.” The estimate for
this drainage work was clearly very liberal, and in all prob-
ability considerably more than will be needed. It might have
been safely reduced even more than the $5,000 reduction made
by the committee,
MILE RIVER PROJECT, MONTANA,

Reduction —__ . =L $1, 000
This makes the appropriation an even $1,100,000.
BUN RIVER PROJECT, MONTANA,
Bsiimate $1, 451, 000
Allowed 1, 100, 000
Reduetion —___.____.__ e 351, 000

Among the items making up the total for the Sun River
project Is one of $629,325 for storage works. With this sum it
was proposed to proceed rapidly with the development of the
Warm Springs Reservoir on the north fork of the Sun River
with a view of securing a storage capacity of 106,000 acre-feet
as a supplemental supply for lands on the north side of the
Sun River. In the bearings it developed that the orderly and
reasonable development of this project did not necessarily re- -
quire that as rapid progress be made in the deyelopment of the
Warm Springs Reservoir as was contemplated when the esti-
mate was prepared. There is some water available from the
ordinary flow of Sun River during the entire season, and Di-
rector Davis, of the Reclamation Service, stated that for a year
or two, at least, and until all of the lands on the Fort Shaw
unit were irrigated some water could be furnished from the
Willow Creek Reservoir for the lands on the north side of the
Sun River. At the rate at which it is anticipated the lands
to be ultimately served by the Warm Springs Reservoir will be
brought under cultivation, the two sources of supply named,
to wit, the normal flow of Sun River and the available supply
from Willow Creek Reservoir, will serve these lands for several
years to come. In view of these facts the committee was of the
opinion that the total estimate for this project might safely
be cut $351,000. This will still leave a sufficient sum to ecarry
on all other features of the work as contemplated by the service
and still leave $278,325 for the development of the Warm
Springs Reservoir. If, however, the service considered a larger
sum necessary for this development, the necessary sums could
be obtained by slightly reducing the amount proposed to be
used on the carriage and distribution system. Under the condi-
tions surrounding this project it is believed that the sum aunthor-
ized by the committee Is abundant for reasonable and proper
development.

NORTH PLATTE PROJECT, NEBRABKEA-WYOMING.

b R A A e s I b B b S T S S S S e $1, 248, 000
Appropriated 1, 140, 000
Reduction . 108. 000

One hundred thousand dollars of the reduction in this item is
in the estimate for the carriage system of the Fort Laramie unit.
It is believed that this is as large a sum as perhaps could be
advantageously expended on the canals of that unit during the
fiscal year. It was the opinion of the committee that the
drainage and flood-protection item for the interstate unit might
safely be cut $8,000.

. LOWER YELLOWSTONE, MONTANA-NORTH DAKOTA,
Estimate - -~ $85, 000
Appropriated -= 10,000

The item “Drainage and flood protection, $37,110” for this
project (discussion and estimates, p. 222) is believed to be
larger than necessary, as only 100 acres of land are reported
water-logged, and further water logging is more or less prob-
lematical.

RIO GRANDE PROJECT, NEW MEXICO-TEXAS,

B L e e $1, 369, 000
Reduction —_ % 104, 000
A DD O e e e e e s 1, 203,_{‘.'6_6

The work contemplated on this project under this appropria-
tion includes the expenditure of $428,000 for storage ant the Kle-
phant Butte Dam, the remainder being for carriage and distribu-
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tlon systems. These are in the Mesilla and El Paso Valleys on the
Rio Grande, the first being above, the second below El Paso,
Tex. In the Mesilla Valley the extension of the present system,
built by the Reclamation Service, is contemplated. Also the con-
struction of an additional diversion dam and main canals. With
regard to these features of the work, the following statement is
made by the Reclamation Service (discussion and estimates, p.
304) :

As these features are provided for in the estimate for the fiseal year
1915, and ag there is a bility of their beinﬂ constructed in £
period, a portion of the distribution system is planned to be built in
the fiscal year 1916,

The detailed estimates contained items totaling $198,405 for
work on the carriage system, which is already well under way
and whieh will be largely disposed of before this appropriation
is available. In view of tlrese facts, and the further fact that
the estimate is evidently quite liberal, and that all of the appro-
priation for this project and others is available, so far as
needed, for any feature of the project, it is the opinion of the
committee that a cut of £104,000 can be made in the estimate
without in any wise interfering with the steady and reasonable
development of the project as contemplated.

: YAKIMA PROTECT, WASHINGTON.

Estimate $£1, 283, 000
Reduction 33, 000

Appropriation 1, 250, 000

Seven hundred and twenty thousand dollars of the estimate
for this project is for the storage unit. It developed in the hear-
ings that the estimate for this feature of the work for the year
was probably quite liberal. For the distribution system of the
Sunnyside unit of the Yakima project the sum of $306,310 is
estimated. It has been the policy on this unit to extend the dis-
tribution system, “ as water-right application is made for lands
to which delivery has not yet been built. On this basis it is
believed the estimate for this work is quite liberal, as is also
the estimate for the Outlook and Snipes Mountain pumping
plants. Viewing all these matters together, it is believed that
a larger reduction than that of $33,000 made by the committee
might have been made without seriously interfering with the
development of this project.

BECONDARY PROJECTSH.

Estimate $61, 000
Appropriated 50, 000

The committee is of the opinion that in the present state of
the development of the projects already under way it is not
necessary or wise to make very large expenditure in investi-
gating new projects, and that the sum agreed upon is abundantly
sufficient for this work.

OREGON COOPERATIVE PROJECT.

The estimate of $450,000 for proposed cooperation with the
State of Oregon was the only estimate entirely omitted. The
committee was asked to drop the cooperative feature of this
proposal on the ground that the State of Oregon had already
appropriated and spent on an irrigation enterprise the sum of
$450,000, which it was originally intended should be used in
cooperation with the Reclamation Service. The committee did
not feel justified in approving this item, either with or without
cooperation. To do so would amount to starting an entirely new
project, and, what is even more objectionable, starting a project,
or authorizing the Secretary of the Interior to do it, without
any knowledge on the part of the committee of its size or char-
acter.

Mr. FITZGERALD. I yield 20 minutes to the gentleman
from Kentucky [Mr. HELM].

Mr. HELM. Mr. Chairman, in these days of war and rumors
of war the public mind is not in condition to be focused on a
business proposition, but there never was a time when oppor-
tunity was knocking so loudly at the doors of this Government.

The commerce and business of a continent are within our
grasp if we are keen enough to realize it and to grasp them. I
think I am well within the limits of accuracy when I state
that the manufacturing enterprises in Central and South
America are very, very limited. Indeed, they are very, very
few, and it is to this matter that I wish the attention of the
country could be directed. ’

It is my further opinion that few if any of the Republics to
the south of us have any means of transporting or delivering
their products to any other country. If that is true, then
while the facilities of the United States are limited, yet it is
not wholly without them, and it has some means of delivering
its products. Under existing conditions all the trade of Central
and South America flows across the Atlantic Ocean, when that
trade ought to be flowing from North America to Central and
South America.
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The best means—in fact, about the only means—of creating
commercial and business relations is by means of banking facili-
ties, transportation, press bureamw, and mercantile agencies,
It is true that under the Federal reserve act a bank with
$1,000,000 capital in the United States can establish a branch
bank in any of these foreign countries in Central or South
America. While I do not claim to be a financier, this provi-
sion, in my opinion, does not meet the conditions. What we
need is a bank of sufficient proportions and magnitude and
importance and prestige to handle the business of a continent.
Furthermore, an Illinois bank will not do much business in
Kentucky; an Iowa bank will not do much business in In-
diana. There is a loeal touch to the proposition that must be
met and dealt with.

We own the Panama Canal Zone. There is one strip of
country in the region to the south of us that is going to be
gtable and steady as long as this Government endures. The
government of the Canal Zone is going to be just as stable and
steady as the Government of the United States. Now, if we
establish a bank on the Canal Zone, what is the proposition
right on Its face? It gives it a birthmark, so to speak. It gives
it a distinetive feature. It becomes identified with its locality.
The stability and credit and prestige of our Government are
behind this proposition. That guarantees confidence and makes
it a sure go. These Governments to the south of us will be
inspired with confidence in the institution. :
" Mr. MOORE. Will the gentleman yleld?

Mr. HELM. Yes. X

Mr. MOORE. While the Panama Zone was under discussion
the question was raised whether or not we might not put the
zone to some commercial or agricultural use, and gentlemen on
the other side said there could be no use of the zone for agri-
culture, and others insisted that the project was not com-
mercial, but entirely military. I am one of those who believe
we might make some commercial use of the zone, but that has
been already apparently settled by the law now enacted for the
government of the zone. How can we establish such a bank as
the gentleman favors?

Mr. HELM. That is what I am coming fo. This is no new
proposition, and it is not without merit. If it came from some
Member who enjoyed a reputation—for instance, a banker
from the great city of Philadelphia or the city of New York, a
Wall Street banker—the proposition would be, perhaps, received
differently from what it will be.

As I say, this is no new proposition. Back in the elghties—
fn 1887 or 1889—such a proposition was contemplated, and
President Harrison approved of it. Secretary of State Blaine
strongly advocated just such a proposition as this, We have
appropriated $100,000,000 or more for the Army. We appropri-
ated about $150,000,000 for the Navy. Let us do a little business
while we are doing so much fighting. The Governments in-
Europe have been selling bonds by the billions for war; let us
do a little business while they are fighting.

England, France, and Germany have Central and South Amer-
ica absolutely in their grasp for trade, and there is no reason in
the world why we should not go out right now and capture it.
We can do it. Here are some Panama bonds, the sale of which
has been provided for; let us sell a few millions of bonds and
start a bank. Let us start with twenty-five millions; let us have
a good one while we are going into it. Let the Government own
the majority of the stock—thirteen millions—and let it be under
the control of the Federal Reserve Board and under the inspec-
tion of the Comptroller of the Currency. Let the remainder of
the stock be offered to the publie, so that whosoever will may
buy; and if any Republic fo the south of us wants fo get in, let
them have an interest. We will have the controlling interest
and we will elect the majority of the directors.

It can not issue notes to circulate as money, thereby eliminat-
ing any possibility of expansion or contraction. It could have
no possible motive to hoard money ; lending money is as essential
to the life of every bank as breathing is to an individual. It
could have no greater power of centralizing or controlling money
or credit beyond its capital stock and deposits than any other
bank of equal capital and deposits possesses. The Federal Gov-
ernment has fostered the banking business ever since the en-
actment of the national banking act.

These countries need help worse than any people on the globe.
Every country on the globe to-day is needing help, and the
emancipation of these countries from London, Paris, and Berlin
credits must come from the United States. They are worse
paralyzed finaneially than we are; they can not move a peg;
they are now trying to get credit in New York.

Now, I want to remind you, you New Orleans gentlemen, of
something. It looked to me like New Orleans ought to have had
o Federal e bank, Let us have a branch bank of this
institution at New Orleans, for New Orleans is like the cities
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of Philadelphia and New York; they are seagoing people and
are in touch with the business world.

What is more, we have a wireless station on the zone, and it
is possible to talk right now from this building to Colon. We
have a ecable laid there; and if this canal is going to be
what we think it is, or anywise near what we think it is, the
commerce of the world is going through there. Ships from all
over the world are going to pass through that great highway.
Big business—stupendous business—has got to move through
the canal, and we must have a big bank to handle the business.
Ancon is as much in touch with the balance of the world
as any other center of business. You can telegraph, cable, or
send wireless messages from Ancon as quick as you can from
New York City. Of course there are not so many ships now as
there are at New York, but there is not going to be very much
difference in the near future, in my opinion. There is going to
be a ship ready to go through there every time there is an
opportunity for one to get in and get out.

Now, the balance of trade has been against the United States

with the southern Republics. Sterling exchange is the only ex-
change known to them. They do not know what a United States
Treasury note is, so little do they know about or come in touch
with our method of doing business that you have to identify it.
We buy a ecargo of hides or wool in the Argentine, and how do
you make your settlement? You buya London draft. What does
that mean? You have to take United States gold and deposit
it in London. That takes away good reserve money and gives
London the use of our gold; that gives them the interest on it
and enables London to be the clearing house of the world.
New York, in the United States, has the opportunity to be the
clearing house of the world if we will only act and act promptly,
strike while the iron is hot, make hay while the sun shines.
. We buy coffee from Brazil, and we sell a few things to
Brazil, but the balance of the trade, not only with Brazil but
almost every South American country, is against us. We send
our money to London; it is sent by draft to Brazil, and they
send the draft back again; there is about 90 days or longer con-
sumed in the transaction, and we are out the use of that money
for that length of time. -

Even though that banking business is adverse to us, yet if
we could handle that adverse balance of trade as a banking
proposition it would be money in our pockets,

Mr. MOORE. Mr. Chairman, will the gentleman yield?

Mr. HELM. Certainly.

. Mr. MOORE. Can the gentleman tell us anything about the
banking facilities that Great Britain and Germany have in
respect to their relations with South Ameriea?

Mr. HELM. I can not speak as one who is fully advised,
but, generally speaking, I think it is true that every country
in South America has an English, a German, and a French
bank, one or more. They are thick there; in fact, about all the
banking business done is done by those countries. I think I am
absolutely correct when I say that there is but one United
States bank south of Panama.

Mr. MOORE. Is it not a fact that the South American peo-
ple have very little knowledge of American banking methods,
and do have a great deal of knowledge and confidence in the
banking methods of Great Britain and Germany?

Mr. HELM. I have just stated that they do not know a
dollar when they see it. They do not know United States
money when they see it. They do not recognize or honor a
draft on New York. So little do they circulate there.

Before the outbreak of the European war our exports to
Central and South America were decreasing, while our imports
were increasing. This condition has been more marked since
the outbreak of this war. Our exports in 1913 amounted to
$323,775,885; in 1914 to $282,070,153; while our imports in 1913
amounted to $442419,973, and in 1914, $469,082,667; showing a
trade balance against us for 1913 of $118,644,088, and in 1914 of
$187,012,514.

How to -divert this flow of trade cuorrent in our direction is
one of the problems of the immediate future and is a matter
of much interest and concern to us.

A bill (H. R. 21160) to incorporate the Pan American Bank.

Be it enacted, etc., That this act shall be known and may be referred
to as the “ Pan American Bank act.”

8ec. 2. That there shall be established a bank to be known as the
Pan American Bank, which shall have its principal office at Ancon, in
the Canal Zone, and may have branch offices elsewhere,

Sec. 3. That the United States Government, acting through the Fed-
eral Reserve Board, shall subscribe to the caplital stock of the Pan
American Bank hereafter organized under this act upon the terms and
conditions herein mentioned.

8Ec. 4. That the powers of the Pan American Bank shall be sub-
stantially those of a national bank, except as modified by this act, or

in so far as the provisions regarding national banks may not be ap-
nized under this act.

tal stock of the bank hereby established shall be

ivided into shares of the par value of $100 each.

pliczble to the bank ol
8gc. 6. That the ca
fixed at $25,000,000,

8ec. 6. That the United States Government, through the Federal Re-
serve Board, shall subseribe for 130,000 shares of the capital stock of
said bank at par, and for this purpose the Secretary of the Treasury,
upon request of the Federal Reserve Board, shall {ssue and sell any

the bonds of the United States under the act of August 5, 1909, the
act of February 4, 1910, and the act of March 2, 1011, relative to the
Issuanee of bonds for the construction of the Panama Canal ; the re-
mal.n[nig 120,000 shares of the capital stock of sald bank shall be of-
fered for public subscription.

' 8Ec. 7. That the Pan American Bank may begin business as soon as

3,000,000 of said stock has been subscri and pald for by the United

tates f}ovemment. and shall have succession for a period of 20 years
rom its organization, with the right to extend Its period of succession
an equal number of years unless sooner dissolved according to the pro-
visions of the national-bank act, or until its franchise becomes r.brreft
by some violation of law. :

8ec. 8, That the board of directors shall consist of seven members, the
majority of whom shall be appointed by the Federal Reserve Board :
the minority directors shall be elected by the stockholders, except the
United States Government shall not partleipate in thelr election. The
board of directors shall appoint a president, vice president, cashier, and
other officers, define their duties, and in its discretion require bond of
them, dismiss such officers or any of them at pleasure, and appoint their
successors to fill thelr places. :

SEc. 9. That the Pan American Bank hereby incorporated shall not
ggt;e“ notes or obligations In any form to be used and circulated as
SEc. 10. That any moneys held in the general fund of the Treasur
except the 5 per cent fund for the redemption of outstan nntlona{:
bank notes and the funds provided for the redemption of Federal re-
serye notes, may, upon the diseretion of the Secretary of the Treasury,
be deposited in the Pan American Bank, which bank, when required by
the Secretary of the Trcuurg, shall act as fiscal agent of the United
States ; and the revenues of the Government or any part thereof may be
deposited in sald bank and disbursement be made by checks drawn

aggsinﬂﬁuc'fhgglm h!12’ American Bank regu

EC. 11, T e Pan American nk may, under rules and la-
tlons preseribed by the Federal Reserve Buan{, purchase and sell In the
open market, at home or abroad, either from or to domestic or foreign
banks, firms, corporations, or individuals, cable transfers and bankers'
acceptances and bills of exchange of the kinds and maturities by the
Federal reserve bank act made eligible for rediscount, with or without
indorsement.

It shall also have liower—

(A) To deal In gold coln and gold and silver bullion at home or
abroad, to make loans thereon, exchange Federal reserve notes for gold,
Euld coin, or gold certificates, and to contract for loans of gold coin or

ullion, giving therefor, when necessary, acceptable security, including
the hypothecation of bonds of the United States or forel countries, or
other securities which Federal reserve banks are authorized to hold;

{B) ‘To buy and sell, at home or abroad, bonds and notes of the United
Btates or foreign Governments, and bllls, notes, revenue bonds, and war-
rants issued in anticipation of the collection of taxes or in anticipation
of the receipts of assured revenues of any State, county, distriet, politi-
cal subdivision, or municipality in the continental United States or for-
elgn Governments, including irrigation, drainage, and reclamation dis-
tricts, such purchases to be made In accordance with rules and regula-
tions preseri by the Federal Reserve Board;

(Cg To establish from time to time, subject to review and deter-
mination of the Federal Reserve Board, rates of discount to be charged
by the bank for each class of paper, which shall be fixed with a view of
accommodating commerce and business;

(D) To establish accounts with banks for exchange purposes and to
open and maintain banking accounts in foreign countries, appoint cor-
respondents, and establish agencles in such countries wheresoever it
may deem best for the purpose of urchnsinﬁ. selling, and eollecting
bills of exchange, and to buy and sell, through such correspondents or
agencles, bills of exchange arising out of actual commercial transactions.

Bec, 12. That loans may be made by the said bank, with the consent
of the Federal Reserve Board, on real estate in any forelgn country in
which a branch bank has been established, to the extent of 25 per cent
of the capital stock set aside for the business of said branch bank, or
one-third of the time deposits held by said branch bank.

SEc. 13. That branches may be established, with the consent of the
Federal Heserve Board, in the United States or in any of the countries
?f] Sodutb and Central America, Including Mexico and the West Indian

slands.

Sec. 14. That before the Pan American Bank establishes in foreign
countries branches which may act as fiscal agents of the United States
the place or plages where such branch is proposed to be established and
the amount of capital set aside for the conduct of its foreign business
shall be first approved by the Comlptroller of the Currency, and sald
branch bank shall be required at all times to furnish information con-
cerning the condition of such branches to the Comptroller of the Cur-
rency upon demand, and he may order special exnminations of the said
branches at such time or times as he may deem best. Every such
branch shall econduct the accounts of each branch Independently of the
accounts of other branches established by it and of its home office, and
shall at the end of each fiscal period transfer to its general ledger the
profit or loss accruing at each branch as a separate item.

SEC. 15. That it shall be the duty of the Comptroller of the Currency
and the Federal Reserve Board, and they shall have the aunthority, to
examine the Pan American Bank and its branches in the manner pro-
vided by section 21 of the Federal reserve act.

.

EC. 16. That the stockholders of the Pan American Bank shall be
held responsible for all contracts, debts, and engagements of such bank,
each to the amount of his stock therein, at the par value thereof, in ad-
dition to the amount invested in such stock. The stockholders in said
bank who shall have transferred thelr shares or registered the transfer
thereof within 60 days next before the date of the fallure of such bank
to meet its obligations, or with knowledge of such Impending fallure,
ghall be liable to the same extent as if they had made no such transfer,
to the extent that the subsequent transferee fails to meet such liability ;
but .this provision shall not be construed to affect in any way any re-
course which such shareholders might otherwise have against those in
whose names such shares are registered at the time of such failure.

Sec. 17. That any person committing any offense under this act, the
Federal reserve act, or any other act relating to the powers and duties
of banks or bank officers, where the acts constituting such offense were
committed wholly or In part outside of the jurisdictlon of the United
States, may be prosecuted and tried in the district in which he may at
any time ge apprehended, and the time after the commission of the
offense during which he was outside of the jurlsdiction of the United
States shall not-be included In computing the running of any statute
of limitation of prosecutions or actions.
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, BEc. 18. That the Pan American Bank may go into liguidation in the
manner preseribed by law for the liquidation of national banking asso-
clations, in so far as the provisions relating to liguidation thereof may
be applicable to the bank incorporated nnder this act, -

Sec. 19. That if for any violation of law its franchise should be sub-
ject to forfeiture, the pr ngs thereunder shall be the same as in
case of forfeiture of the franchise of any national banking assoclation.
~ 8ec. 20. That if any clause, sentence, paragraph, or any part of this
fict shall for any reason be ndjndged by any court of competent jurisdic-
tion to be invalid, such judgment shall not affect, impalr, or invalidate
the remainder of this act, but shall be confined In its o%emtlon to the
clause, sentence, paragraph, or any part of this act thereof directly
affected by the controversy in which judgment shall have been rendered.

Bec. 21, That the right to annul, alter, or repeal this act Is hereby
expressly reserved.

The bill has been drawn with a view of attracting business
and of doing business, Complete control and ample visitorial
powers are vested in the Federal Reserve Board and the Comp-
troller of the Currency. The vast credit of the United States is
behind the institution to inspire confidence, stability, and pres-
tige, and would be an inducement to the Governments of Central
and South America and the West Indian islands to promptly
sanction the establishment of the branch banks provided for in
the bill and to become stockholders in the institution.

: It reports to Congress and is at all times subject to examina-
tion. /

The principal place of business is Ancon, on the Canal Zone,
which stamps it as the distinctive feature of the bank to meet
the Republics to the south of us halfway. It is the outgrowth
of the South American financial situation resulting from the
European war. It is a movement for the Western Hemisphere
to get together and stand together. The canal promises to be
the converging point of all over-sea ships as well as those plying
between North and South Ameriea, and is equipped with ocean
eable and wireless stations, all of which put it in as close touch
with the world as any other business center on the globe. The
canal will be a lodestone for business of the greatest volume
and magnitode and is a logical location for the bank, with a
branch at New Orleans or New York.

The commercial tie-up resulting from the European war con-
vinced everyone that foreign trade is a vital element in our do-
mestic prosperity and that the continents of North and South
Amerieca have a greater identity of interest than was ever realized
before; the countries of these continents had been made to feel
the importance of increasing the commerecial intercourse between
them which has been retarded by lack of adequate banking
facilities and means of exchange.

Trade revival for the southern Republics must emanate from
the United States.

The United States must convert more of its raw material into
manufactured articles and go after the trade now dominated by
Europe. All trade balances are made through London, hence
the balance of credit is greatly against us. We are compelled
to keep large gold balances in London to meet these difficulties.
This not only takes gold out of the United States, but loses us
interest, credit balances, and reserves. New York bills on South
American banks have been penalized by almost prohibitive cost
on London exchange.

The foreign bonded debt of South American Republies is about
$1,632,488,580; the bulk of this is financed in London. The pre-
ponderating influence of the holder of a mortgage lien is fully
understood by bankers. The banking business of South America
is conducted by British institutions. This has made sterling
instead of dollars credits of the South American trade. Exports
and imports are shipped direct. Payments for both are made
almost exclusively in sterling bills of exchange.

The bill supplies the new credit machinery for establishing a
merchants' “ cooperative exchange,” or clearing house, for South
American trade by matching credits, supplies the means of
bringing together the North and South American exporters and

importers, standardizes credits, affords a means of reaching an
agreement as to rates of exchange between South American cur-
rency and United States dollars, furnishes the indispensable
information as to seasonal variations of shipments, customs
duties, means and rates of transportation, pilotage and harbor
charges, fulfilling the function of a much-needed bureau of
information, indispensable to the acquisition of a business foot-
ing and standing.

Recent attempts to establish direct exchange by branch banks
authorized in the Federal reserve act have not been successful,
because the credits available have been wholly inadequate.

Our consular agents for Central and South America should be
selected from Porto Rico whenever it is possible to do so; fur-
thermore, those Porto Ricans who are familiar with our busi-
ness methods would be the most eflicient representatives of
North American firms doing business in those countries because
of their knowledge of the languages and customs of the people
wilthiwhom we are seeking to establish intimate commercial
relations,

REPORT AXD RECOMMENDATIONS OF LATIN-AMERICAN Trape COMMITTEE,

[A{pointeﬂ by the Hon. W. C. Redfield, Secretary of Commerce of the
Inited Btates, pursuant to resolution of the informal Latin-American

trade conference at Washington, Sept. 10, 1914.]

Industrial, commercial, and financial conditions thronghout the world
have been disorganized by the European war. The trade of the United
States with Latin America has been seriously affected. The present
period of confusion will, however, be succeeded by one of readjustment
and reorganization, Your committee was appointed to investigate this
situation, and to su st measures to relieve the emergency and to place
the trade of the United States with the sister Republics on a perma-
nently satisfactory and mutually profitable basis,

The products of Argentina, Brazil, Chile, and Peru. exported to the
United States differ each from the other, and are dissimilar in tuorn
from those which we in this country import from Bolivia, Colombia,
Ecuador, Paragonay, Uruguay, and Venezuela, from the Central American
States, and Panama, from Mexico and from Cuba, the Dominican
Republie, and Haitl. These products, for the purposes of this analysis,
may be considered together as raw materials, just as the goods which
we export to these countries may be eclassified as manufactures.
Mutual advantage for both the United States of America and the other
Republics lles in a wider interchange.

n a properly comprehensive report the trade of the United States
with each of the Latin-American negubllcs should be separately consid-
ered. We realize that in each case the problem is different and demands
an individual solution. In general, however, this trade rests solely on
exchange of commodities; that it has, In its essentials, been barter,
with a settlement of balances through London, and has not been bullt
up by extensive investment of foreign capital, as has been the case with
British and German trade.

The accompanying report deals with certaln underlying principles
a? licable to our Latin-American trade as a whole. We feel that recog-
n Plon of basic facts affords the only proper basis for meeting problems
which, while they differ in the several countries, are nevertheless funda-
menta'ny the same.

Your committee feels that articles recently appearing in the press
regarding commercial opportunities in Central and South America have
unduly emf\hasized the promising aspects thereof, and have, in most
instances, failed to state that our exporters already doing business with
these reglons find that their sales have been decreased rather than in-
ereased owing to the war.

Your committee recognizes the present time as one when competition
is less effective than In the past and than it will be in the future, until
European bankers, merchants, and manufacturers recover from the
effects of the war.

Your committee, moreover, believes that an opportunity is now
afforded to place the trade of the United Btates with other American
nations upon a firm foundation, supporting a more comprehensive struc-
ture, vfhlch may be built as the situation agaln more nearly approaches
normal.

Your ecommittee feels, however, that there is great danger that onr
merchants and manufacturers unfamiliar with Latin-American condi-
tions may be induced by recent publicity to undertake ventures in that
field which not only will be unremunerative, but actually disastrous, and,
in their ultimate result, make for a reactfon of the very healthy and
much to be desired interest in foreign trade now manifest throughout
the United States, an interest which If properly directed should bé of
great permanent value.

SOUTH AMERICAN TRADE CONDITIONS.

The trade of the princigal Bouth American countries with England,
Germary, and the United States is shown by the following table :

Imports and exports to the South American countries from and to England, Germany, and the United States for the years specified.
[Compiled by the Bureau of Foreign and Domestic Commaerce, Department of Commerce, {rom official reports of the respective countries.]

England. Germany. United States.
Countries. Year.
Imports. Exports. Imparts. Exports. Imports. Exports.
Argentina i S £ .| 1913 $126,305,556 | $116,154,987 | 868,815,721 ,B88, 788 | 850,861,703 | $22,006,385
Brazil.. 1912 , 609, , 006, 52,945,352 51,856, 965 48,043,322 141,720,216
Chile.. 1912 , 599,282 55,340, 706 33,189,070 28,321,776 16, 806, 341 24,526,811
FPeru. 1013 7,779,616 186, 501,235 5,138,002 2,970,857 8,541,034 14,761,355
Ecvador 1911 12,835, 854 086, 148 2,385, 758 2,130,552 2,501,629 3,190,000
Uruguay 1912 12, 575, 508 6,508,127 17,840,004 7,860,272 15,638,402 2,655,371
Paraguay 1912 21,295, 248 : 21,500,058 843,450 1304, 888 1500
Colombia... 1912 17,838 878 24,376,182 24,201,125 21,854,211 *7,612,037 215,832,882
Venezuela BAEE e Y 3,004,733 767,031 2, 586, 086 5,563, 768 6,044,136 8,470,563
Bolliiany o v e e T e R e T Bl s 3, 528, 042 26,044, 074 6,423,802 | 4,357,101 1,787,321 152,583

I’Figurm are for 1911 and are taken from the Almanach de Gotha.

Figures taken from U. 8. Dail
# Figures are for 1911 and are

Consular and Trade Re[?am ]
en from Pan American Union publication.
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The above figures show that ezports from Great Britain and Germany
to South America considerably exceed imports from that region.

This balance in favor of Europe may, in a measure, be explained by
the fact that pr of loans ed by the Bouth d\:erlm Govern-

ments in Europe are remitted, not In cash, but in goo
AMERICAN EXFORTS CONCENTRATED.
Our export trade to SBouth American countries particularly, and to a
lesser degree the Central American States, is concentrated. It is esti-

mated that 756 per cent of our prlnclg:l exports to South Amerlea are
the products of large o:;;i:nlut!ons. r ogﬂnd al exports to the River
Pilﬁte m:oydbe ontel rodtegt tuole?ntod et kmmml m&mt:ﬂd
allied ucts, stee ucts, products—kerosene, =
and prtuﬂng p:lper of I:'arlou:: kinds. Our exports to Brazil, Chile. and
Peru are larg limited to steel and oil products, locomotives
electrical machinery. Our trade in cotton cloths, shoes, stoc 5
wearing apparel, and miscellaneous goods has not made uﬁ» an impor-
tant part of the total because of our unwillingness or Inability to meet
British and German competition.

ven re the war our export trade to all Latin America, and
notably South America, had begun to decrease on account of the pre-
vaillng financial str] cy. Our imports, however, increased in value,
and the trade balance adverse to the United States for the fiseal year

1913-14 tly exceeded that of 1912-13 both for all Latin Ameriea
and for uth Amerlca alone,
The accompanying table shows the distribution of this trade:
Exports. Impaorts
1913 1914 1913 1914
Central America, West In-
dian ~ Republies,
Moo, o, e $177, 627,592 | $157,530,244 | 224,685,344 | $246, 405,502
............ 146,147,903 | 124,530,000 | 217,734,620 | 222,677,075
L 823,775,885 | 282,070,153 | 442,410,073 | 460,082,667

Trade balance adverse to the United States.

1913 1914
In trade with Central America, West Indian Republics,
R o e e mb ..... $47,057,452 | $88,875,348
In trade with South Americn.......ccvceacceccrconannai 71,586, 636 08,137, 166
In trade with all Latin Amerfea.......cocviuena: 118,644,088 | 157,012,514

EFFECT OF THE WAR ON SOUTH AMERICAN COUNTRIES.

Binece August 1 of this year the countries in Bouth America whose
currency Is not already on a gold basis have experienced a serious de-
preciation of their paper money.

Th rt of copper, tin, nitrates, coffee, and other products has

caunse of loss of the normal European markets. As
indicative of ancial econdi s, bank holidays and moratoria were
declared at the outbreak of hostilities, which were extended in certain
countries from 60 to 00 days. The effect has been damaging to
American exporters, ﬁ under such circumstances, drafts due in August
will not be liguidat until November or December. This means a
large accumulation of draft Indebtedness never contemplated by the
ghipper. Specie payments were suspended.

ollections throughout South America, therefore, are difficult, orders
are falling off, and after our exporters have completed their contracts
for this year there seems less prospeet for new business,
are taken to relleve the sitnation.
DIFFICULTIES OF SETTLEMENTS FOR SOUTH AMERICAN TRADE,

Since the balance of our trade with South America is heavily against
the United States, there should be exchange facilities which would
enable our exporters to obtain payment from balances created in New
York in settlement for goods imported into this country from South

America.

Such balances, however, are not maintained in this country.

The external debt of the South American Republics (Federal, State,
and municipal) amounts, nppmximtela to $1,632,488,580. Th 1k
of those funds were borrowed from Great Britain. South America
therefore invnmh.l_z' has pa ts to make in London.

The greater of South Ameriean banking business, moreover, is
conducted by British-owned institutions. These  facts, together with
the facilities offered by the London discount market, have induced
German and other Eu n-owned banks trading in South America to
maintain London agencles. Sterling eredits, therefore, have been the
basis of Bouth American trade.

Our exports to and imports from Latin America are shipped direct.
They are, however (almost exclusively In South American trade and
largely in Central American trade), pald for in sterling bills of ex-

change.

Ungited States exporters have in the past converted their dollars
into sterling at the rate of the day, drawing ag&lnst thelr South Ameri-
can cnstomers at 90 days’ s‘light, payable in 90 days' bills on London.
Importers have accepted 90 days’ sterllnﬁ_hbills, which they have liqul-
dnt%?i at the current rate of exchange. Is has necessitated the con-
version of dollars Into sterling in the United States and a reconverslon
in South America from sterling into the currency of the buying country.

Thus, although the balance of the South American trade of the United
Btates has been increasinzly hmvzeeagninst this country, we do not
make settlement direct. We have n obliged, either by the shipment
of gold or goods, to settle this adverse balance by remitt i to England
eltfgr gold or goods to meet Interest charges on the South Amerlean
debt tt:._ind to pay for goods purchased in Europe by the South American
countries,

Recent attempts to establish direct exchange with South Ameriea
have not been successful in relieving the trade congestion ineident to
the dislocation of London exchange., A few New York banking institu-
tions have been ready to extend accommodation to Ameriean exporters,
but the credits available have been wholly Inadequate. This fact, to-
gether with the difficulty of making collections in South America, has

unless steps

serlously embarrassed onr exporters, while our importers, finding it
practically impossible to dispose of New York bills to bankers in South

Ar::;trt!:'a. have been penalized by the almost prohibitive cost of London
P ‘

PRESENT PROBLEMS,

br(l Because of the war the Latin-American countries are confronted
(a) Of marketing their products despite the shrinkage of world pur-
W

b) ob funds to move crops and to continue Indispensabla

lnéustrflal and agricultural development normally financed by plgumpe.
12; The Uni States is confronted—

a4) By the necessity of holding its normal export trade with Latin

Amerieca,
(b) By the possibility of Inereas that trade by filllng Latin-
purchased in Europe, which

American needs for merchandise hitherto
Europe can not now supply.
The solution of these problems depends upon—
ﬁ) Transportation—Shippt d in
ransportation—sShipping an surance,
tlmg}ntl;‘innncing: (a) Of production, (b) of transportation, (c) of set-

Production in the United States ean be maintalned if there be n
sufficient market at home and abroad for American goods, Produe-
tion in South America may continue, but can not be further developed
unless financial assistance be obtalned.

At the present time steamships are available and sailing regularly
from this country to the principal rts of Latin America and from
those ports to the United States. any of these vessels are unable to
obtain fall catgoes. Although only a limited number are under the
United States flag the above ‘will clearly indicate to exporters, import-
ers, and manufacturers that they need not bold back from entering the
field on this account. :

Before trade can resume fts normal course the exchanﬁ:hprohlnm
must be solved either by the restoration of old or by establishment of
new credit facilities. 1

NEW CREDIT MACHINERY NEEDED,

Old methods may no longer be serviceable in the situation which
will result from the readjustment following the war. It should now
be ?ossible indeed, in the mutunal interest of the Latin-American Re-
publies ourselves, to create new credit machinery to perform the
functions of the old, and which will at the same time rid us at least
gnrﬁslif of a dependence upon the London credits and European
nancial markets, which, though essential in the past, has proved to be

seriously embarrassing.
Deprived of the European loans with which their resources weore
being developed, Latin-American countries are now undergoing a

serious curtailment of industry and development. The consequences
in mn.ng instances will be serious, not onl{ to these countries them-
selves, but also to the countries which expected to supply the materials,

It has been inecreasingly the practice of European gnnken stipu-
late the use of European material in the ;{g}&ecu which they financed.
Latin America is now turning to the Un Btates for funds. This
country Is !mrdtl‘y in a position to undertake considerable investments
at the present time, but industries with an already comsiderable trade
at stake may well consider the ne t¥ of protecting that trade by
obtaining for their customers some relief from the J)rmnt stringency.
Buch Investments, if jodiciously made, would yield an ultimate fale '
return and meanwhile provide a market for American materlals which
can not now be sold. .

The question of creating a market for Latin-American securities in
the United States, therefore, is highly important. The development of
::;Jir ttjrade with those countries is largely dependent on its satisfactory

ution,

ESTABLISHMENT OF COMMERCIAL CREDITS MOST IMPORTANT.

Unless the restriction of commercial eredits be remedied, however,
we will not only be unable to extend our trade, but we will lose a con-
giderable portion of that which we already have.

The present effort to secure cooperation of American bankers in
massinﬁca gold fund to satisfy our obligations abroad by promising to
eaunse ndon exchnnge again to npfronch normal will lessen to the
Amerjean importer the expense of liquidating In London his South
American indebtedness. It will nevertheless give effect to the old
alienation of the selling power we should derlve from purchases of
Bouth American products. Liquidation of our Bouth Ameriean Indebted-
ness in London will pay for British exports to Latin Ameriea at a time
when American merchandise, intimidated by moratoria, remalins con-
gested on our docks. Our avallable money will serve Great Britain's
effort to capture SBoulh American markets vacated perforce by Germany.

Whenever there is a great disturbance of the world's finances Amerl-
can exporters and importers in Sounth American trade are injured
?ecgﬁuse of the dependence on London. This has happened four times
n Years.

8o long as Bouth America must meet Interest settlements in London
by shipmwent of goods to the United States, under the old three-cornered
system our South American trade must to a certain degree depend npon
London exchange.

But in view of the facts above mentloned it has seemed to your
committee that the need for independence, emphasized by the present
situation, should be recognized. e feel that an attempt should now
be made to evolve some plan whereby we might take advantage of onr
large direct trade with Latin America to make n market for bills drawn
in dollars and establish a direct exchange, not with the view to elimi-
nating sterling eredits now or later, but in order to provide an exchango
channel which will supplement, offset, or compete with London and Eu
available in an emergency when London exchange is disorganized.

The maintenance of exchange relations depends on a credit machinery
and reciprocal balances. Thls machinery will pnrtlallMe provided

under the Federal reserve act, which permits American ks to open
branches abroad and permits a rediscount in thls country of commer-
based on shipments of commodities in foreign trade. These

cial paper,
steps, Ecem'ever, have not yet been effec and your committee, ap-
preciating that the installation of this machinery may require comsld-
ernble time, has considered means for temporary relief.

COOPERATIVE EXCHANGE AS EMERGENCY MEASURE,

A plan for the establishment of a merchants’ * cooperative exclmmin ¥
or clearing house for Latin-American trade has proposed. This,
it has been suggested, would enable importers and exporters of goods to
and from Latin America to watch credits, balances to be remitted on
certain definite settling dates. The chief ar ent for such an institu-
tion is that it would bring together e:%o and importers, among
whom there is new no cohesion. Both Know . their cash requirements

each month. If the exporters require, say, $5,000,000 to pay for their
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October shipments to Brazil and the importers a like amount to pay
for their imports from Brazil, such an exchange might be able easily
to liquidate transactions in New York.

The plan, bowever, is open to serious objection for the following
reasons

(1) The necessity and dificulty of securing the cooperation of a suffi-
clent number of Importers and exporters.

2; The necessity and difficulty of standardizing credits..
3) The difficulty of reaching an agreement as to the rate of exchange
between South American currency and United States dollars.

(4) The difficulty due to the seasonal variations of shipments of South
American produce and the consequent. fluctuation in the demand for
balances in New York or South America.

(5) The disorganized finanelal situation in South America, which In-
creases the risk in securing settlements in the South American Repub-

cs.

(6) The necessity of creating and maintaining an expert and, there-
fore, expensive organization.

The difficulty as regards South Amerlen, however, would still remain,
for it would be Impossible within any reasonable time to organlze in
the prineipal citles of South America sufficlently extensive cooperative
associations of importers and exporters of American products.

Standardization of South American credits, therefore, could only be
secured by the gnarnntj of American shippers or importers, or by the
guaranty of the South American Governments themselves.

Your committee, therefore, after careful consideration, feels that the
sugzested * cooperative exchange' would not be practieal, although a
powerful banking group or large banking institution willlng to asslst in
maintaining and developlng our Latin-American trade might be able to
secure and render mutually beneficial the organized cooperation of ex-
porters and importers In matching credits.

RECOMMENDATIONS.

Your committee, however, belleves that the extenslon of eredits might
be facilitated and some relief afforded pending the establishment of the
Federal reserve banks if, in addition to germlttlng national banks which
have signified thelr Intentlon to enter the reserve assoclations to accept
commercial ?aper, actlon to be taken by the Federal Reserve Board to
make Immediately effective the rediscount provision of the new
system, thus assuring early establishment of a discount market.

Your committee, while appreciating the necessity of conserving the
banking resources of this country for the protection of our domestic
sltuation, nevertheless belleves that the cessation or curtailment of our
trade with Latin America will in itself be hlghl¥ Injurlous to American
industry, just as we belleve that the extenslon of this trade would make
for the pmsgﬁ_ﬂt{ of the mnntr&nnt large, as well as of those directly
interested. e therefore hope t American banking Institutions may
be induced to meet the present emergency, not by tentatlve and inade-
quate measures, but by extending accommodation sufficlent at least to
assure the maintenance of our already established trade.

EXTENSION OF TRADE.

The question of e:tendlmil American commerce with Latin Ameriea
depends. primarily, as does the problem of maintaining our trade, upon
the establishment of commercial credits, rggon our ability to finance
Latin-American enterprise, purchase the ucts of its soll and indus-
tries. and upon the perfectlon of our selling machinery.

Your committee has not attempted to formulate suggestions as to the
manner In which the individual manufacturer shoul roceed to estab-
lish a market for his products in South Ameriea, Nor it here dwell
upon the importance of ada:Ftution of the product to the needs of the
market or chr packlnﬁ. oo high Fralse can not be given the Govern-
ment, particularly the Department of Commerce under the Hon. W. C.
Redfield, for its effective propaganda on these essential points and for
Its efforts adequately to assist extenslon of our foreign trade.

The enlightened services of the Pan American Union in safeguarding
good understanding among the Republics of the Western Hemisphere
and In making its information and advice available to all affected by the
commercial problems arising at this juncture are worthy of the warmest
commendation.

CAUTION NOW ADVISABLE.

Your committee feels, however, that merchants and manufacturers
now contemplating an entry into the Latin-American fleld should be
careful to avall themselves of the easlly accessible information concern-
ing these markets. It Is suggested that they should at the outset re-
member that the cost of malntaining Indlvidual representatives would
probably be too great for any one of them to bear themselves. It Is
therefore suggested that associations conslstlng of the smaller firms or
co?oratlons engaged In kindred lines of production might be formed,
and that either one or more representatives should be sent to South
Amerlea to look after the interests of such assoclations, thereby bringing
the cost of representation within a reasonable limit,

It has been suggested that American manufacturers should combine to
send to South America trade exhibits showlng the wvarious articles which
they have for sale. Your committee, however, is not inclined to feel
that such measures would be productive of any permanent results. It Is
suggested instead that manufacturers and dealers deslani to place thelir
produets in Latin Amerlca, and who, for any reason, prefer not to send
their own representatives there, could establish connectlons with export
houses already doing business In those countries and maintaining large
branch offices in the principal Bouth Amerlcan citles fully equipped with
efficient sales organizations or who have established connectlons, and in
certain lines of ;;oodsdtoodstuﬂ's, notions, and miscellaneous artlcles—
;oln In establishing what might be called, for want of a better name, an
‘American store” in certain of the most important cities.

Ventures of this sort, however, require considerable capital and ex-
Bgrienced men, and for the sake of the ultimate development of mutually

neflclal commercial relations with Latin America It Is belleved that
our merchants and manufacturers should not attempt to Install their
own establishments in Latin America unless they are prepared to meet
initial losses and disappointments before realizing even moderate profits
11;: Fl“‘t must necessarily be a developing rather than a ready-made

usiness,

Your committee begs, therefore, to summarize the results of the In-
vestigations and to state its bellef that the present disorganization of
the trade of the United States with Latin America may best be remedied
and placed on a permanently satisfactory basis as follows:

1. The establishment of a dollar exchange.

Ea] By the ultimate creation of a discount market.

b) Pending the establishment of a discount market, bg the extenslion
of adequate accommodations by banklng institutions, and the establish-
ment of reciprocal balances in the United States and In Latin America
for financing Latin-American trade,

2. Perfection of our selling machinery.
(:11) By furnishing additional support to commission houses already
familiar with Latin-American business.
By forming asssociations of merchants and manufacturers to be
Jointly represented in Latin America.
(c} By obtaining information as to the possibilitles of developing
retall stores In large Latin-American citles.

Tap WorLD RACE For THE RICH S0UTH AMERICAN TRADE.

A COMPETITION FOR COMMERCIAL SUPBEMACY IN WHICH THE UNITED
BTATES IS PITTED AGAINST GERMANY, GREAT ERITAIN, AND ITALY, AND
IN WHICH WE ARE HANDICAPPED BY LACK OF BANKING FACILITIES, BY
MEAGER SOURCES OF CORRECT NEWS, BY INADEQUATE ENOWLEDGE OF
CONDITIONS, AND BY MISDIRECTED TRAINING OF OUR TRADE REPRESENTA-
TIVES—THE NEED OF YOUNG MEN TO GET THE BUSINESS FOR US—A
SURVEY OF THE EFFECTS OF THE PANAMA CANAL UPON SOUTH AMERICA,
AND A STATEMENT OF OUR UNPREPAREDNESS FOR A GOLDEN OPPORTUNITY,

[By Charles Lyon Chandler, of the American Consular Service.]

There are many barriers against American trade expansion in South
America and many handicaps which American investors to-day have
to overcome, But perhaps the most important are these: We need in
South America American banks, American young men, a better-informed
press, and our investors there need bLetter labor; that is, cheap, de-
pendable labor,

There is not an American bank south of Panama. Here are two
examples of what this means to American business :

Shortly after I had taken up my residence in Buenos Aires I went
with a friend, a representative of one of the United States Govern-
ment executive departments, to the cashier's window of a foreign bank
In South America to have a Treasury draft cashed. The draft was
literally thrown back in my friend's face, It took him three days to
secure the money on that draft. Think of it! Uncle Bam's check so
strange a thing in South America that a bank would not take [t.

But that Is simply the picturesque side.

I knew a young American, Herbert Leonard, who had come to
Callao while I was connected with the consulate to represent an
American tin-roofing manufacturer. There was a wealt rancher
at Callao, Elogio Castro, who owned a ranch about the size of the
State of Delaware. The order for the tin roofing for all the sheds
and shacks on that ranch was a cholce morsel, and Leonard spent
maix‘:& days cultivating the acquaintance of the wealthy don.

ally, in the midst of a two hours' conversation one day, the
rancher let fall a dozen words which made Leonard certain that he

d not spent his time in vain, and that the order was his. To make
a tedious Spanish sale short in words. Leonard quoted prices for the
roofing and waited for Don Elogio to send in his order. After several
days of delay there came, not the order, but a courteons note, stating
that Befior Castro regretted that he could not place his order with the
Sefior Leonard, as he most assuredly desired to do, because the Sefior
Leonard had quoted him prices considerably higher than those whieh
he had quoted to several other purchasers In Callao and Llma. Sefior
Eg.stro ended his letter with a list of the names of those other pur-

asers.

Of course, Leonard sold his goods, as do all salesmen, on a sliding
scale of prices. His quotations necessarily varled according to the
size of the order and the grade of material. To dealers he quoted dis-
counts, en, t he had a certain margin to meet competition.
His price to Don logio was fair if viewed this light, but the don
cared nothing for the reasons why Leonard should charge him one
price and some other buyer another.

Leonard d:oppcd in at the consulate that afternoon and showed
me the letter. “ It gets me,” he sald. “ 1 know that he might have
ﬁot cne of my customers to tell him my price, or, maybe, two of them.

ut how he got the whole list is more than I can figure out.”

He and I studled the matter for weeks. Finally we located the leak.
The bank that Leonard dealt with copied every invoice, every scrap
of paper, that related to his business. Don Elogio and half the other
prominent men in the town were directors of the bank; consequently
all of Leonard's invoices were at their disposal, and his business became

ublie property. Moreover, there was no way for him to escape the
rap, much less to retallate. The whole banking business of the city—
and the same would have been true of any South American city—was
absolutely c¢ontrolled by interests opposed to his own. He must either
Ela.ce himself in the hands of his purchasers or else in the hands of
is trade rivals, for those banks that were not controlled by South
Americans Were in the hands of citizens of European countries com-
peting directly with Americans,

Why, then, you may ask, have we no banks in South Ameriea?
Mr. Samuel MecRoberts, vice president of the National Clty Bank, of
New York, says that all that is needed to cause American bankers
to establish branches in forelgn lands Is for Congress to amend the law
to rmit Amerlcan national banks to operate them. Recently the
Natlonal City Co. sent Mr. Willilam Morgan Shuster. formerly treasurer

eneral of Persia, and two associates to South America to study the

uth American field with a view to the betterment of Amerlean
bnn.l:ing connections there. Since the National City Co. operates in a
wider fleld than a national bank, it may find a way to overcome the
handicap placed a,ialnst Amerlean bankers In foreign countries by
our antiquated banking laws. But there will still be the imperative
need for an amendment of our banking laws by Congress, so that all
our banks may be free to enter this new field.

1t is currently reported in Sounth America that one chaln of bankin
organizations sends copies of every invoice in its hands—and a gunﬁ
many of these Invoices are from American customers—to the head
office of the bank In one of the European caq‘ltals for the Information
generally of exporters In that country. hat country is one of
America’s largest competitors in the world’s market. ~Surely, any
American exporter can realize what an advantage it would be to him
if he knew every price quoted by every French, English, German,
and Italian firm to every South American buyer. This practice can
hardly be condemned if we Yankees refuse to do our own banking.

Another phase of the situation is this: The more heavily we finance
our foreign commerce with our own capital the sooner we become a
creditor nation. The development of new countries Is dependent
upon ecreditor nations to finance their growth—to build railroads,

canals, and wagon roads, to found factories and other Industrial insti- |

tutions, and, above all, to take up the Issues of nationnl and local
bonds. There is no part of the world of which it would be more ad-
vantageous for us to become a creditor nation than Latin America,
If we do this, we will be an integral part of the growth of those
countries, and. controlling the finaneial supplies furnished, we will
secure a prior llen, as it were, on Its future prosperity and on its busi-

.
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ness gencrally., This is the chief argument in favoer of that
of business in South America which the State
recently taken up under the * dollar diplomacy.”

The | we are floating, and the raiflroads we are
building In Bouth America to-day are substantial bowlders which will
hold aren a, t the attacks of our trade rivals the door of com-
mercial o tunity in South America for the small exporter. But

promotion
t has

England, nce, Germany, and even Holland have so far anticipated
us in this respect as to make it problematical to many at first sight
whether an American g tution there would stand the strain
of competition with these which have been for § blished

0 years esta
in the This doubt, however, is l{:ll.‘kl)’ dissipated when the volume
of our commerce in South America conside We have the com-
merce, and that Is the essential warrant for the existence of a bank.
In one decade, from 1901 to 1911, our exports to South America in-
creased 288 per cent. In that period the total trade of South America
ineréased somewhat more than 150 per cent. To-day the tine
Republic stands ninth among our customers ; in 1900 she was fourteenth,
Brazll stands thirteenth; 10 years ago she was sixteenth.
The bulk of our investments in Bouth Ameriea also indicates the
ble success of an American bank in thls field. We have §30,000,000
n mines and other pro es in Peru; $20,000,000 in packing plants
in Argentina ; $15,0900,000 in ncking Pants and railroads in Urnguay ;
to say nothing of our capital in Colombia’s banana plantations and
mines and in Venezuela's asphalt fields. Ecuador's railroads are under
American control. A Harvard graduate manages the electric and power
plant of Rio de Janeiro,

The banks of other countries in South America show lar%e earnings.
The London & River Plate Bank mot long ago Eﬂd a dividend of
20 per cent and the London & Brazilian Bank a dividend of 17 per cent.
The British DBank of South America and the Anglo-South Ameriean
Bank pald 15 and 10 per cent, respectively, and the * melons ™ of the
banks of other mationalities were just about as d.
A good banks are needed for national * team play™ in trade
cxpansion. ers are the men on the coachi}:g] lines in foreign
business ; the directors of German, French, and glish banks have
their fingers in many enterprises—in home companies exporting rail-
road tles or agriculturzl mnc]ltneg. in rallroad loans, and in sewerage
and other business operations. ow can our people back home keep
in toueh with these opportunities for investment and for business
unless they have such men on the spot to advise them?

There is one point, a bit aside from banking, that deserves mention
here. Nothing harder for the a e exporter to asecertain than
the standing, or eredit rating, of firms forelgn countries unless he
has the assistance of a good mercantile agency. The lack of such
agencies has handien American exporters in ma:;outl: Ameri-
can countries very ously, and until they are established American
bankers in South America econld be very useful by supplying the
information they usually give.

An American bank would be welcomed in those countries, Just
before 1 left Buenos Aires for the United States the last time Dr. Jose
Maria Rosa, the Argentine minister of the treasury, told me that he
could hardly un why we had no bank in Buenos Aires, a

Phlladelghia.

el
as large as * The Argentine Government will give ntﬁ
Poasiblo assistance toward its establishment,”” continued Dr. Rosa.
‘ How can your trade with us ever grow unless you have a bank here,
Sefior Chandler? It is so very important. Tell your countrymen to
come here and found one.”

Dr. Eliodoro Lobos, the minister of agriculture, was even more
cemphatie. He said, * Your President and Becretary of State will make
th names immortal if they will only get such a bank started. We
need such a bank as well as you. Otherwise our trade with you can
not grow, and nations are better friends if they see more of each other
and have more dealings with each other. Your ?acklng people are
movlgg bere to the Argentine, and they will require one more than
ever.

That last point of Befior Lobos's is worth remembering. The meat-
sroducing center of the world is rapidly shifting to the River Pilate.
f)f all the beef consumed in London 78 per cent is shipped from the
Argentine. If our supplies of live stock in the United States continue
to diminish 9 per cent every 10 years, while our consumers increase
21 per cent, as our census statistics inform us, we shall have to turn
elsewhere for our meat, and that * somewhere " will almost certainly
be either the Argentine or Uruguay. Are we going to let all money
transactions in our food supplies be controlled by our trade rivals?

American shoe manufacturers are now buying a large percentage of
their hides from South America. They are competitors in the world's
market agninst the shoe manufacturers of En{;land. Germany, and
France. Isn't it rather a serious thing that for lack of amendment of
n single law this country should give into the hands of English, French,
and German shoe manufacturers the knowledge of prices paid by their
American competitors for their raw material? We are dependent upon
South Ameriea for more things than we realize, Perhapa. How many
know thnt we depend upon the nitrate beds of Chile for all our powder,
dynamite, and a great ma.n{ other valuable commodities in the manu-
facture of which nitrate Is used? e are dependent upon Bouth
Amerien for our coffee and cocoa. The finest for ladies’
gzloves come from that corner of Brazil which juts out into the Atlamtie

an.

We do not realize the price we paly foreign bankers on this immense
trade between the two continents. It has been m&%amcstlmated that
the British banks alone have made more than £80,000, from citizens
of the United States in Bouth America, and some authorities will teil
you that this is too low an estimate. 'he toll is constant. It is like
the old French seignorial river dues that never ceased because the river
never stopped flowing.

hese foreign banks in those lands for more than 50 years slowly
but ever so surely have reared a great fabrie with branches in all the
big trade centers. They now present an organization as closely kmit
48 any army or navy, all aiding in the advancement of the interests
of thelr home countries, from the presidents and boards of directors—
most of whom are generally interested in rallroads and other lucrative
South American enterprises—down to the newest “clark” fresh from
We also n such a machine as this for our trade.
THE NEED OF YOUXG AMERICANS,

For us the South American commercial fleld is essentially a young
man's field.

The general retail trade—the sclll
of paint, and of miscellaneous tfl manufactures to the retailers
of those countries—has received e development. That is the busi-
ness which is to come, and I consider it more important in building
sound commercial relations with other countries than the big business.
Of course, the big business makes it easler for our exporters to get the

London.

of general lines of hardware,

little orders of the retail merchants. But many ofher countries, nota-
bly Germany, have alm‘dv& made great grom in clinching the South
American retail trade. en we go in for that business we shall have
to fight for it, ‘and it is onl

the young m
= ,It il y young men of our country who can

use little orders are f1:\1::1:&:1 with friends. TFor the
drummer selling to Jeremiah Smith, of Kalamazoo, it is worth a good
man{ orders to ﬂn.l.n the good graces of Mrs. Smith, and it is a stron

for that drummer to be on such terms of easy familiari

‘tha
e can ask if Jeremiah, jr., has recovered from the measles. his is !
Just as valuable with Sefior Alvarez, of Montevideo, Indeed, its is

much more valuahle. You know that in our own country the element
of personal relations In business getting is much stronger In the Sonth
than In the Nerth, and if you multiply this difference many times yon
will have a very good idea of the importance of personal relations in
business fields in South America,

One of the hardest things for an American salesman, newly come
to a Bouth American State, to understand is why he must spend so
dony B preatede Bl AR EE LI 2 EeCiL R 0 foe

o the privilege o ng a ness on
before them. The only reason is that ltpu thg Latin's way,pan if his
business Is to be gotten the American salesman must first learn and
appreciate his cuxfnnm.
chts o' Socha st (i esk e it o e s hals e praparing

. e ex] gpend a long e pre
gtmsel.f. E:rmanu in the forelgn trade are trained from—w Ipaorten
to saturate himself
his firm’s business

wonder how many yesrs o German will spen
with a knowledge of the country where he is fo be
tter. A German does not leave his coun for a business tour to
m up business. He comes to live in the th American country,
and when you find him ﬁnallimestahushod he has become about the
nearest facsimile of a South erican Incidentally engaged in repre-
sentlng a German house that you can imagine, And this is why the
Germans are getting the general trade of € countries,

I remember one day when, as I sat in the office of the consulate at
Montevideo, a type of the older, seasoned can salesman entered,
He tgracﬂcally admitted to me later that the only reason he had come
to the consulate at all was that some one had told him that it was the
right way to begin, and that the only thing he had in mind to ask me
for was a list of customers, with their utlngﬂ. 80 that he could get
out that afternoon and hustle for business. e had omesof the best
lines of hardware, he told me, ever sold out of Chicago. For 10 years
he had represented his company In various ces through the North-
west, and he had recently come from Mich where he' had made
such a success that when the directors of flrm decided to branch
out into foreign lands they had chosen him as the logical man to get
the business,

He knew his line. If I had just then been In the market for an
auntomobile I belleve he could have convinced me that it was one of '
his magnetic tack hammers I really wanted. I asked him If he was
as steady on his feet with Spanish as he was with English. He said
he had been at it for six months before he left “ the States,” and that,
although he did not profess to be able to colloguialize in the Ilingo,
he guessed he could brush along in it well enough to sell his. goog.n.
I fired a falr amount of Bpanish larﬂ at him, It submerged
him mmﬁetaly. I B that perha e would find it dificult
to sell his goods to merchants who would counter to his argunments
with an even more formidable shower of Span than that to which
I had treated him. For about 10 minutes we argued the int. I
suggested also that he familiarize himself with the way of doing busi-
ness in Montevideo, with the banking facilities, and with the Bpanish
idea of credit. Althoogh I do not clearly remember all the detalls of
our talk, I distinctly recollect his closing remark.

“ Well,” he sald, squaring himself, “ I sold this line in Kalamazoo;
I guess 1 can sell it in Montevideo.”

ving written that llne out, it appears to me almost too absurd
a speech for a man of experience to have made, yet I have heard
others express about the same idea. To do this particular salesman
justice, he proved a sticker. He gave up in the long ran, but he
clung to his forlorn task longer than 1 had ever suipfosed he would.
I accompanied him on his first few tours. It was pitiable to see him
rope for the few famillar words in the sonorous Spanish of the mer-
glmntn and to try to catch just emou to get the sense of their con-
versation. Even more lamentable were his vain efforts to phrase some
incontrovertible ment about the wvalue of his wares in his one-
gyllable Spanish. s much as I could I acted as translator for him.
A B merchant would raise a question. The drummer would in-
gtan take from his resourcefnl mind some smashing are-ument which
he had used a thousand times at home—prepared to obliterate every
objection of the doubting don—and then he would wind up with a
two-line statement that was lame, halt, and blind, and that must have
gounded to the don like an extract from a primer. When he was asked
ths' or more credit he seemed to think that I had pur-
ed him to every dead beat in Montevideo.

One of the first questions he put to me was, “ How could he start
an advertising cam Sl | a couple of the best week-
lies—a curlous combination they are of our own Saturday Evening
Post, Life, and Police Gazette. No. at he wanted to do was to
circularize his trade indlvidually. That practice was then new in
Montevideo, I happened to remember a printer who, on opening his
wi.:u\'a1l.lhl::|eu§;1 had sent out a circular to his friends, so I secured a
copy of the circular to show the American salesman how elrcularizing
was done in Montevideo. For he had, even In that short time, come
to see that he would have to follow custom to get business,

After laborlously randh&hthe cireular he remarked to me that he
could not tell from it whether the printer had Invited his prospective
customer to visit him for a month or was proposing for his daughter's
hand. Well, that is the they do such things in Montevideo. One
sends out a business ecircular. In itself that Is an imnovation, but
Heaven forbid that one should rudé€l hat circular.
One simply calls to the attention of the highl Sefior Gomez
the exquisite pleasure which it would affo roprietor of the

rinting establishment if he, the highly esteemed sefior, would, when
g.nvlng under consideration such work of that character as his great
and wonderful business must constantly demand, only bear in mind
fact that there was In Montevideo such a printing establishment,
which, althon it was not quite good enough to do such work as was
une the illustrlous sefior, had nevertheless a Propr‘.letur who would
consider it the highest honor of his life to be given the slightest inti-
mation that he was worthy to be thought of in connection with the
esteemed Sefior Gomez's o

ers.
The Yankee salesman declared that If he had to begin with that
soft pedal and work his way up with a series of elrculars untll he had
gotten sufficlently into the merchant’'s graces to be granted the privi-’

.
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Erohnbl_v at his advice, sent to Montevldeo & bright iwng man who
ad had about two years of sales experience, but
other hand, a very sound, if somewhat stilted, command o
back him and who was wllllng to bide his time, as, Indeed. a
he could afford to do. When I
worked up at least enough business to th
acquired a eclrele of friends and a f e
ple which I knew would in the long run bring him business ond his
mum. Perhaps you will think this is an exaggerated case, but it is not.

THE NEED FOR BETTER NEWS SERVICE, So b
Anoth tth eatt!mdia. st the American In o
other o eEr es ncpsaga!n S

America is, the la service
continents and of sound knowledge of Sonth American histo snd
economie conditions. A great quantl of distorted and urious
“news " is circulated about us in SBouth iea, and, as a nence
a prejudice st us is ecreated whlcl: is perhsps our greatest handi-
cap ln making friends. I read some nggu that smtary ::l
%uoted an article from aoma
rinted as a dispatch from Washingto
vernment was this year sho a d it in govemmental mﬁl-

tures for the first time since the
economy it was intended to abolish the office of Vice President and to
reform our national lottery. I have frequently read statements in
South American papers that described our International policy in
luﬁagﬂ even more absurd than this.
of better knowledge, of correct d.l.ily news. !s as mnt
with us as with South America. By reading an
litan dailies we can follow the course of the home mle bill thmgh
British Parliament. Yet what have our papers said of the uwuef
u:iz electoral reforms which the Argentine vernment has recent
opted? Perhaps it Is fortunate that we have had so little to I
for what I have seen printed in American papers is mostly un
and so, when the exchange of news is be tered we shall not have so
much that is wrong to unlearn. And h many Americans speak
Portuguese? How many know that as mneh Portuguese as Spanish
is spoken In SBouth Amerlca? How many know that the lahel on the
can or tooth powder ship to Pernambuco must be printed in Portu-
Fum and on that ship to Bocas del Toro or Bahia Blanca
‘n Spanish? No; we are still asking the man from Buenos A.tren if he

has any hotels in his ecity. Wewlahtnknowl.tthaA tine has any
roads that an automobile can run over, th d had an office in the
same building in Buenos Aires wlt.h an I autom salesman
who sold two or three $5,000 motor cars every month.

Our schools should Pny more attention to eediaand, above all
our colleges and unlversities should not mer
emphasis on teaching Spanish ese, bus n.hould mam t.hat
instruction be glwn In at least the mentx of Bouth American
history and economic condition. For a Natlon of 94,000,000 peo
we are absurﬂ[iesln&dequata in our train of young men for as
and old & sion as exists—international e. whole
tem of m ms instruction needs rsviaion with teachers w
can teach the Bpaniah of Madrid rather than the 8 sh of East Bwton.
How many institutions are there such as the Bchool of
Commerce and the Philadelphia Commerecial linmm! At how many
colleges ean one learm a word of Portuguese? We have more than
$£150,000,000 worth of trade with Por king countries. Do
you think that ome high-sehool bo({e.l thousand can tell you that
Buenos Aires is la than Phila phh or that the highest railroad
in the world is in

There Is nothing more humiliating for an American than to wvisit
one of the large South American universities and find the young
men there studying Kent and Sto in law, James In E!rmophg:.
Trent in American literature; or to hear the correct answers
such questions as: " How long was the term of the Preslident of t‘he
Confederacy?"” or * Who was Edward Everett?" and to Imagine
answers the students in our universities mlﬁ‘ht ve to similar qu
tions about Rivadavia or Unflnue or Garcia

When the ships of the Atlantic and Pacific hdm C‘nlebrs. Cut there
will set in a tide such as once flowed in our own coun: from east to
west that will call out from our unlversiti&& h'nm ces. and from
shups the gonth that has moet ambition xihx resource-
fulnoss, and most adaptability. Col. Goethals tells us that he is gohg
to put the first ships throug the canal next August; so it does
gﬁem tnot 500N rﬁ) get rtg:t!y fgw the p:h:;:egel e:ﬂo—g ytham 1y, nona ot

e great exporting nations of Euro g g-usagmw
their feet, and we can not afford to let this South Ameriean buntneu
escape for lack of preparation of our young men,

SOUTH AMERICA’S NEED OF IMMIGRATION,

The Panama Canal is viewed by Americans almost wholly as a
channel of commerce for wares. But vessels carry muu than wares,
In their steerage are future nations. The Pnn.nm Canal is certain to
Emwa one of the greatest channets of immtmthn in the world. It

nst here that so many peo a mistake In p uutt
] gncompue it at once &"E‘”’ ng

the influences of this canal
Canal ; they modify the effect of that waterway to suit the mmmerﬂal
ou
the cou

conditions prevailing in North and South America and

n complete table of alterations in the world's trade whi

to bring us. But any comparison the Buez and the Pan._mg
Canals is impossibl because the Sau Canal connected 400,000,000
East Indlans with 200,000 At one stroke the two
most populous continents of tha ear were given the cheapest and
quickest transportation route.

Now, South America is still a country for settlement as well as for
development. Only after a person has roamed over that vnst terrl-
tory from Panama to southern Argentina does he realize the sparce-
ness of its settlement and the immense possibilities of lts future.
Even by touching at its ports he gets a false Im ‘?ms.ton of the conti-
nent’'s population. He sees Buenos Aires wit its skycrapers, its
big hotels, and its busy thoroughfares, and can scarcely realize
that 1t 1s at the threshold of a still unsettled conntry. & country of
immense cattle ranches like those in our own West 20 or 30 years ago.
In Uruguay one-seventh of the pm le live in Hontevideo. land
1; hﬁd in enor;n?ausj t.l'ta.cts by L

e Governmen ust now trrlng.
of furnlshingr money at cheap rates to rmeu. g bulld up
a substantial agricultural class. If we touch at the coast cities of
Brazil, or even traverse the southern provin get no idea of
the astonishingly vast unsettled regions in the I.n of the Amazon
or in the table-lands of the interior,

Therefore, the greatest effect of the canal is to be in the ple it
will bring., They will mmPromlse with the present inhabitants of
the oountry to bulld a great y altered, perhaps n new, South America,

and poutlcall cha nﬁn has begun in one country
ﬂil gecoma a melting pot, and her institutions
have felt the her commerceé has grown beneath its influence,
untu tlmt country has the second largest foreign trade in the

mﬁphere gentina has received most of the immi

steamship lipes from her :I)orts to Hurope. ha
remalnder of It has gune onilv to Bragil and C I. Now the Panama
Canal will the

ines to the wes

Let us consider whut ration will mean tu the west coast
of South America. {Pem holds the oldest Caucaslan civilization of
the western world. studled there in the oldest seat of learning in
the Western Hemisphere, an insti tu n many g{eus older than my
own Harvard.) The 8 en.u ved the natives but, in time, as
850 often happens, the conquered in arms became almost dominant in
blood. Since that first settlement Pern has received little new immi-
gration. The benefit of the Span h influx is dylng out. This is true
as well of the other tries g north South America—of Ecuador,
of Colomb and Ven Bolivia is still almost an Indian
country. Immigration which the will bring 18 ecertain to
revolutionize these countries industrially and probably politicall

The new immigration will give to Pern, for example, new 1 {orin
classes. In time it w-u.l fill the gmnt vold felt to-ﬂa;—the utter la\:E
of a solid middle elass. It w ve hands with which to cultivat

the soil and energetlc membs.ntu o sell the soll's products, Omne o
the most commerclal actlvities of Bouth America is fruit growing.
Let us apply the benefits of imm! tion to the fruit industry of Peru.

Wine of very qu-.uty is p ced In the Ica Valley. The industr
has been carr r three centuries, since it was first introduce
by the Spanish, I:rut. as no people followed them, for lack of labor

it has never receiyed an
i tion from Spain,

and you have at once tho
bapana

The
Eenador, and Oolomhii. nlthough 1{ is v ll tle developed. The
truth is that there {8 no market for the product at present, except in
Chile. The canal will give to these countries a market for their

real development. Give this valley new

taly, and the islands of the Mediterranean,
b 5 of a. thrivin industry

in northem Peru,

bananas, and new immigra tlon will develop the industry.
I ha.ve bonxht plnea ples at two for a cent in Lambayeque, Peru.
Tlmt town now Tn n nected by rallroad with the seacoast.

canal 51 tbe pineapple growers a market in the United

Btateu for their fruit, t Pern will need new blood and virlle wage

earners If she is to devel theae resm:mes.

Colombia they are now bu road from Buenaventura to Cali

which will place within three or tour days of the Isthmus one of the

grutest tmp‘i):%l fruit-gro P vgnn cts in the world. It may not be
eru

will be on sale in the fruit

stom of New York t{u
There are also op J)or nitles for the development of new industries.
Peruvian coffee—and I have never tasted better coffee than is grown

On the west coast of

on tha:tplantaﬁona of northern Peru—Iis produced now only as a garden
the use of the owners of these plantations, who live in
Italian lmmlsrat{an enormous

F gnve the ﬂrst ]mpu!se to_the
development of the coffee razil. Why shouldn't it do
“Dm“ﬂfem? igrati into South A i in h
en, imm on In u merica will mean cheap,
good labor, and, indirectly, it will mean a steadyinﬁ influence politi-
cally upon the' Governments and a quickening influence upon the
industrial life of the nations. The American investor, the
exporter, can these changes to their benefit. All these
changes have been seem in the Argentine Republie, Half of the people
of that country either came there since 1857 or are descended from
%a who arrived there since that year. Therefore, Argentina is
atrl !Atln-.&merican the semse that the northwestern
It Is cosmopolitan. The ﬁeoples of both southern and
northern have placed an indeli gtamp upon the nation's
institutions. ore, the mntrys commerce has grown, and the
',nvestment of foreign ecapital in the Argentine Republic has ‘increased.
It {s no longer a country of politics but a conntry of industry.

[House of Representatives, Rept. No. 3054, 54th Cong., 2d sess.]
Mr, Brosivs, from the Committee on Banking and Currency, submit-

ted th following report :
ttee on Banking and Currency, to whom was referred the
bill .!H R. 875) to provide for the incorporation of an international

can respectfully report the same with the recommendation

tlegc tiltéd‘.h pass with certain amendments, indicated in the bill hereto
al

The purpose of this bill is to earry into effect the recommendations

of the International Amecrican Conference 01' 1889 by the incorporation
of an international American bank. ody of eminent statesmen
from all the American Republies aner an exhaustive discussion,
embodied their recommendations in the following resolution :

“ Resolved, That the conference recommends to the Governments here
represented the granting of liberal concessions to facilitate inter-
American bank!lnz and especially such as may be necessary for the
establishment an lntamatluul American ban.k with branches or
a.gencies tn several countries represented in this conference.’

has been drawn with great care, and it vests no powers in
hnnk not necessary to enable it to execute its purpose
e!!e {h exercise of its powers is amp s{ saresunrded, with a
view to e protection of its shareholders, depositors, and those doing
business with it. Complete visitorial power and control are vested in
the Comptroller of the Cuorrency. Government is in no sense a
party to the corporation. assumes no m\bill on its account, and is In
no ¢ E le for its mm,[iements. The ont{ purpose in charter-
the k by act of Co g8 1s to have an institution with a corpo-
franchise confarred Federal Government to inspire public
conﬂdence and secure sntegy through Government supervision and con-
trol. F countries, taking note that the bank was projected by act
of the Federal Govermment, a source of anthority they are accustomed
to recogn.ll;:hwou.ld at once see the g;oprlety of granting snch conces-
sions to th own people as would necessary for the establishment
of the branches contemplated by the bill,
The most effective provisions of the national banking act relating

to riodical reports to the Treasury lpartment of the state of the
bank’s business and eral puhllctty of affairs, through newspaper
pnbllcation with power vested in the Comptmller at all times to

e Into its management and compel any impairment of its capital
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stock to be made cgood have been incorporated. The bill, in short, is
thoroughly guarded and wisely adapted to the purpose intended.

The people of the United States, In common with those of the Central
and Bouth American Republies, feel the importance of inereasing com-
mercial Intercourse between the different portlons of the American
Continent, and they believe that the development of such intercourse
has been retarded by the lack of adequa facilities for exchbange
between the several countries, and their hope for a revival in trade is
based upon the establishment of improved banking facilitles which will
emancipate these growing countries from thelr age-long servitude to the
bankers of London and the Continent of Europe.

No one has expressed the situation more tersely or more forcibly than
Mr. Theodore C. Search, president of the National Association of Man-
ufacturers, after a tour of observation through South America, He
BAYS :

“As in our ocean commerce, so also in our financial relations with
other countries, we are de?endent largel uPon the services rendered by
fore interesfs,  Particu arly in our dyeal ngs with the nations to the
south of us, we are in urgent need of direct international banking facili-
ties. We do $150,000,000 worth of business with South America in a
year, and yet all our balances have to be settled through English or

uropean banking houses. In the great trade centers of South America
the English, the German, the French, and the Italian have their banks,
but I think that I am right in safln% that there is mot an American
bnnkt Indall South America. Manifestly this is a serlous hindrance to
our trade.”

The conditions of internatiomal trade which have gilven European
countries, notab‘lﬁ Great Britain, the lion's share of commercial Inter-
course with South America are brought into distinct view by the re%ort
of Gen. I. W. Avery, the commissioner to South Amerlca from the Cot-
ton States and International Exposition, who visited that continent in
the interest of the exposition, e informs us that of the $911, X
foreign trade that South America does each year onlg $130,000,000, or
one-seventh, is done with the United Btates. Of the latter sum our

sells South America but $32,000,000, or ome-fourth, and buys
,000,000, leaving a balance of $59,000,000 against us,

Embracing in our view all the publics south of us, the figures are
still more significant. The total foreign commerce of Mexico, Central
and South America is about as follows:

countr

Imports $557, 604, 462

Exports 722, 364, 251

Total 1, 279, 868, 713

Of the total imports the United States sngplles $00,814 538, or a

little over one-fifth, while of the total exports they receive ;267 384 623,
or nearly one-third, Ienvlnﬁ a balance against them of $10 .576,063.

The financial part of all this business, he informs is ed on

through Europe. European vessels carry the

the commissions and freights, and sells most of

South America, while the United States is the largest purchaser, This

condition of the trade, he says, is due to five facts, namely :

FirstlEl We have no banks In South America; Europe has them
everywhere.

Second. We run few steamships to South Ameriea ;*Europe runs them
to all her “?orts.

Third. We have no United States stores in South America; Europe
has her stores in all parts of that continent,

Fourth. We sell for cash; Europe gives credit.

Fifth. Europe makes goods and packs them to suit the South Amer-
fcan trade; we do not.

Without underestimating the importance of the other facts named, it
Is quite obvious that the first one is at this time pressing with great
urgency upon the attention of the Amerlcan people In connection with
thf hﬁiveml desire to increase our commerce with our southern
ne T8.

comparison of our lack with the g;eat abundance of facilities
enjoyed by European countries for the uth American trade brings
into view as a consplcuous agency in European commerce suitable and
convenient means of exchange. Every leading Euro nation has
established banks In the Bouth American countries gg facilitate ex-

changes. It was stated recenufy that France is about establish a

bank In Brazil with a cagital of $2,000,000 for the R;_lrpoae of opening

more direct financial relations with that country. ench traders are
not satisfied with existing facilities, which compel them to operate
through English banks.

United States Consul Johnstone, at Pernambuco, Brazil, said recently
that English and German banking houses were scattered t'hroughout the
entire eastern and western coasts of Bouth America. These banks,
while doing a asneral exchange business, are established especlally for
the benefit of the trade of their own countries. It is said that there
are 60 incorporated banks in London with a capital of $294,000,000
exclusively devoted to international bankl:g.

A In g:e report of the commission referred to, it is sald, speaking of
rgentina :
FFour—ﬂﬁhs of the present banks of Argentina are branches of for-

elgn banking houses, all of which are European. The United States

is the only country attempting to do business without a banking repre-
sentative, and it is the opinion of those well informed on the subject
that any large increase in our business with Argentina will necessitate
the establishment of direct banking connections. Minister Buchanan,
after a careful investigation of the conditions, says: *‘ This city (Buenos

Alres) offers a splendid fleld for American banking capital, and I am

satisfled that an American bank, conducted as our banks are, would

command great favor here and find many advantages and facilities
extended to it. I am equally certain that it would be the means of
extending and enlarging our commerce with this country.""”

It can not be doubted that trade might be increased between our
own and the countries south of us by improved facilities for transporta-
tion and by catering to the tastes of the people and adapting our goods
to their markets, but over and above all possible gain from these
sources there is a large benefit to be derived from a coincident extension
of the means of exchange. The mechanism of exchange is only second
In importance to that of transportation. Improvements on both lines
might wel! progress concurrently.

t 1s not easy to see how the currents of trade that have been flowing
so long across the Atlantic from Central and South America can be
changed and made to flow north and south without the aid of an inter-
national mecLanism of exchange which willi afford facllitles at least
equal to those existing between this continent and Europe.

The indirect exchange, which has been our chief recourse In the past,
entalls great loss upon the United States and affords ample gains to
European bankers, which American bankers ought to enjoy. This is
obvious enough to all who understand the course of our forelgn trade.
Our imports from the south of us greatly exceed our exports, creating

oods, “ﬁ'm'o;:»?au receives
5
he consumed in

o balance against us on our trade ledger, while Great Britaln exports
to those countries largely in excess of her imports from them, leaving
A balance against the latter countries. We pay our balance to South
America Indirectly with the British goods shipped to her in excess of
what Great Britain imports from her. In other words, there is a tri-
angular trade between the United States, Great Britain, and Soufth
America. British sh!gs sall with goods from British ports to South
America, thence to the United States with sugar, coffee, teas, and
spices, and finally return to Great Britain with American cotton and
food products. Not only do British interests enjoy the benefits of this
trade, but British ships pocket the freights and British banks the com-
missions on the exchange required in the financial settlements.

To see how British banks secure these advantages we have only to
look inte the mode of conducting our commercial Intercourse with out
southern neighbors.

Take, for instance, a purchase of wool, which we will say costs in
Argentina £1,000 or about $5,000. An importer here when yhe orders
the wool from a merchant there (Argentina) furnishes a letter of credit
of a London banker, which is taken out for his account in favor of the
shipper. The shipper draws under this letter of credit at whatever
usance is named, usuang in Bouth America at 90 days’ sight, accom-
panying his draff with s ipping documents, which are to be given up to
the drawee in London on his acceptance. Duplicate documents are
forwarded to the correspondent of the London banker in New York, so
that the goods may be taken charge of on arrival of the ship here. The
drafts on London are accepted af, say, 90 days' sight and charged to
the American importer in that way. 'Upon arrival of the goods here
the importer applies to the banker's agent or representative, and if the
importer is of good standing he usually ves the documents In
exchange for an engagement to hold the goods (with liberty to sell) or
g:e{_):gceeds in trust for the bankers until the acceptance London is

In this way an importer from South Amerlea would receive his goods
about the time the shipper's drafts would reach London, and he would
thus have about 90 d:&s‘ credit, say sufficlent time to sell the goods,
and out of the proce to protect the drafts drawn. To cover the
London banker he would, of course, bugea draft on London at whatever
the rate on London wounld happen to be.

A settlement in a case like the !oregoing could not be effected ad-
vantageously by direct exchange with Argentina under existing condi-
tions, and such exchange with any South American country is scm-celg
known. A New York house, which has been doing business with Sout
America for 27 years, states that nearly all their transactions were
ecarried on throu{l; credits on London. reason s obvlous. No
matter how cﬁ-md e customer is in SBouth Ameriea, it is not possible to
negotiate a draft on him at any reasonable rate of exchange, as there is
no means of xmertainiuinhis standing and eredit, and hence a draft on
him must go a begging he Uni Btates,

It is mﬁ{ seen that American bankers, excepting the few houses
doing an exchange business, have no ageng to speak of in these trans-
actlons and enjoy mone of the benefits of them excepting so far as they
may be the agents of Britlsh bankers and o[;erst!mi in their interests.

n we concelve of a situation more humiliating than this to a patri-
otie Aﬁeﬂmn? Seventy millions of the most enter{)rlsln; people on
earth, the greatest Republic on which the sun shin he richest nation
in material resources and productive ca]{aclty obl‘l;e’é to obtain a letter
of credit from a European bank before it can buy a bill of goods from
a neighboring country on our own continent; compelled to conduct a
rlvn.llx_? in international commerce with European nations for BSouth
American trade with the flscal agencies employed in effecting exchange
practically in ds of our most formidable competitor.
¥ that, but for the carriage of our goods, our mails, and our-
South America we are dependent upon steamers bullt and
owned in England and operated under British management. Every
American ch should th::gla with shame at the thou%ht of the recourse
to which a commission of manufacturers from the United States was
subjected this year, C. D, Mitchell, of Chattanooga, Tenn., one of the
viceé presidents at large of the National Association of Manufacturers,

ressed the situation in this indignant phrase. He said:

“It was a national disgrace when sending a business commission to
Argentina and Brazll this year to acquaint us with trade prospects that
they were compelled to cross the Atlantic twice each way in foreign-
owned and fo made steamers. In a 3 months' absence they
had only 25 da, o " spy out the land,” whereas could they have gone
direct they would have had 60 dgga in which to do their allotted work.
Thus the dlsgrace is overshadowed by the injury and loss.”

Direct exchange between the countries concerned was the consum-
mation which the delegates from all the countries represented in the
International American Conference hoped to achieve. A discussion of

hich precedes the other in the order of development, commerce, or
banking is of too academic a character to be useful. It is entirely
obvious that where commerce een two_ or more countries has
arrived at a given state of development under Inferior facllities for
exchange an additional impetus to trade will come from an extension
of the means of settling accounts. This is attested by all observation
and experience. The greater the facilities for direct clearance on
account of goods expor against s imported the greater will be
the volume of commodities exchanged.

When we conslder that the countries south of ns are not manufac-
turing countries, but produce largely raw material which it would be
mateﬁn!ly advantageous to exchange for our manufactured goods, the
desirability of the object had in view is d!sﬁnctl{ emphasized. The
delegates from the South American Republics pointed out this consid-
eration in thelr arguments In support of the resolution quoted. They
looked north and saw a great manufacturing nation In need of raw
material, and they fully realized that their people needed the manu-
factured goods we produce, and which are now supplied by England
and other natlons.

This condition of commerce is injurious both to the United States
and the southern Republics. Over and above the loss of the reciprocal
advantages which trade affords, we are paying a large bounty to Euro-
pean bankers for effecting our exchanges for us, because we have not
the means of making them ourselves. With suitable machinery for
exchange established %etween the countries of the American Continent
we would save a large amount of commissions pald to English and con-
tinental bankers and direct large streams of profit to American finan-
cial centers which now flow rfo European markets. TUnder existing
conditions we are compelled to suffer this loss in addition to the indi-
rect injury we sustain, for the president of the National Association of
Manufacturers in his recent report well says:

“ There are abundant reasons for the belief that the commercial inter-
ests of the United States in South America would be greatly benefited
if they were independent of England in their financial transactions."”
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In the report of the committee appointed by the Internatiomal Ameri-
fecan Conference to consider and report upon this questi

clared that there was not in the countri

any
they sa

ulnl);!ea a

ew Y o
and Hoetcm. Necessarily, the
these southern eountries make exchanges through
sh bankers’ credits. We for w we bnﬁth{h:mitt:nus
ndon er the Contiment cover drawn
markets a European letters of credit, and we pa eent tnr
thsprl.vllegaotdolni 80, which might be saved, as w l.s rest and
tm[:;l rd o t“tlo m11:t 11?:?1““ Iaglmg t ettmmu& emaile&nlope issued
as to afford a marke r dra rawn 8
%:‘t:mer;w.m&uch as now exists for drafts drawn against European
rs of ¢
One of the delufaten from South America sald if a merchant from
Argentina wished to the United States Ile must ask the
ome to whom he sends consignee

issue a ﬂl‘lﬂ:] nor
he received hlﬁ as

there are no banking institutions to which he ecould sell sueh a of

cxehange. The consequence is that the banker in London must be

a commission of 1 per cent upon the amount simply for placing his

name gpon the paper.

Another delegate, ohurvlng the necessity for branches in the South
Ameriean countrics, argued very cogently that the banks im those
countries have no relations with each other, nor have they any knowl-
edge of the operations of each other. There is, for inau.nee. no way of
knowing in Argentina whether a draft drawn by the Bank of Costa
Riea is v or not. Likewise a draft on the Bank of Mexico might
have some diffienlty In being accepted In any of the South American
Republics, because its solvenc would not be

wn in those countrles,
But with branches every the ternational
American bank could draw nn its branehes anywhere with ect
knowledge and implicit confidence. The obvious remlt would the

dissemination of knowledge of the standing of merchants and business
men in the commercial oenters of the several countries and the pro-
tion of that confidenece I ble to that commercial assoclation
intercourse which earries on its wings blessings to all concerned.
.As money is the great instrument of associa among men, States,
g;i nntaons. sol ainy zxtenslonror the txcilltl::h for ml.klll:l‘{: money avall-
e and supplying media of exehange, s as banking operations
rd always quickens the currents o{ trade and ﬂ.lmulates inter-
rse among merchants in the same and likewise In different States
and nations. Putting cnmm into banks, at least to the extent of meet-
ing all reasonable demands, has ever beem and always will be a
distinct benefit to business,
m'j;ue coi:atmltteu of the international conference referred to say in
eit report :

‘Your committee belleves that the best means for facilitating the
development of banking business, and generally of financial ulatl‘ons
between the markets of North, South, and Central Ameriea, as well as
for improving the mechanism of exchange without cnlllng on
Govcrnment whateter to exceed its functions, would be e passage of
a law the United States incorpo ratinr an mternational American
bank, th ample capital, with the privi on the part of the eciti-
zens of the several countries in the conferenee to take shares in such
bank pro rata to their foreigm commerce; which bank should have no
power to emlt cirenlating notes, but which should have all other agowen

now enjoyed by the na onal banks of the United States as to deposits
and diseount, as well as all such powers as ars now ¥
or private bankers in the matter o! issuing letters of credit and making
loans upon all classes of commodity, buyin and semng bills of ex-
change. coin, bullion; and with power to in Eglruntee ags.'lnnt
security, and genemllytodomterermbe hyﬂmfn‘n

ing firms who ave carrying on their business without the ald of

corporate charters under the laws of a
ith such an international bank uﬁblune‘f,‘m with hmcm in all

the Republies on the continent, there would be a stimulation of inter-
course, commercial and financlal, such as would surprise those who are
content to transact American business throngh European bankers and
are satisfled that Europe should buy from us and reship the same
goods to South America at a profit which wc are too liﬂ\' or stupid
to secure for ourselves.

THE CONSTITUTIONAL OBJTECTION.

The objection madobysmtnthhmumbuudu nam pouea
constitutional lmitation of the power of Congress
not, in our opinion, at all tenable. It is woﬂded inter alia in artiele 1
section 8, cpara;raph 3, of the Constitution, as follows :

ongress shall have power * * ¢ to regulate commerce
with toreis:n nations.”

The constitutional meaning of the words “ to
considered
that it is un

pon the subgm in this connection. Rememberin
Conwrﬁguum is an instrument of enumeration rather than o
s obvious enough that the extent of the power is limited by the
manning of the words in which it is granted, Story, in
taries, says:

“The subject to be regul ated is commerce. Commerce is

traflic ; it 1s intercourse. It deseribes commercial in

Detween nations in all its branches and is regulated by ing
rules for earrying on that Intercourse, To construe the power so as
to Impair its effi would defeat the wery object for ch it was

troduced into the Constitution.”
The late Justice Miller, in his work on the Constitution, says:
“Praffic and trade are comprised of a great elements, so far
as the mmmnmeﬂb,wmmﬂthapemnsbym tween

whom they rrfed
Still mor lclt thalanmofthe Supreme Court in McCall o,
Cal!fornh (1 8-. 04) :
* Comme: cludes the fact of interconrse and of traffic and the

mhactmtteroftnterunrse and fraffic. The fact of intercourse and
¢ agaln embraces all the means, instruments, and places by and

tnwhich!ntercoumandtmﬂ!cmcazﬂedonatthmphman&by

and with these means

Tnexclndeﬂomthepwerthe ation of the means of exi

and the use of credit in carrying on elgnwmmwouldlmplythat

foreign commerce in the constitutignal sense is limited to barter or
exc. withoutthsuseotthemtmodmamqoc!cmdit Tlm
admi that a suitable mechanism of exchange between countries
facllitatw foreign mmmerr:e. and no one den.'lea that, is a mmnion of

e entire of eontention, for the purpose of the power to regn-
lata is to tate, and any means that ts.clutates must theretm be
inecluded in the gm&r to late.

Whether an bank is a suitable means of hdlltaﬁug
not a jndlchl but a legislative question.
Cmp:us on uestion can reviewed by the
courts. Congress may a.u means snltabln to earry out a granted
power. All mennl appropriate nnd. not if the end be within
the constitutional mn(hta, are rinciple is no-

where more ehbornte considered han in Mch!loc v. land.

From tlut. judicial learning we deduce some observations

which car mbm.nee if not the word.s of that just:ly celebrated
ational as to a natiomal

deciﬂml,. m which apply as well to an intern
bank.

If any one propositien could command the universal assemt of man-
klnd. we nﬂggtu e lit ;’wld be thll;, that the (i}wentgent b|".;I! u;?
‘niom, thoug n powers, supreme within sphere
cdon This would seem to result necessarily from its pature. It is
the Government of all; its powers are delegated by all; it repreunts

all and acts for all.
'n:e mtnre of the Constitution requires that only its great outlines
be marked, its important objects designated, and the minor
entx which compose those objects be deduced from

the objects themselves.

Is it denled that Government has its cholee of means or that it may
employ the most convenlent means, if to employ them it be necessary to
erect a corporation? The power to create a corporation a ains to
sovereignty and is not exsressly conferred on Congress. ern-
ment can not be restrained from creatlnﬁ a corporation as a means for
performing its functions, for the reason that such an act is an exercise
of soverelgnty

The power of creating a mrporatlon is not an end for which other
are exercised, but a which other objects are accom-
lighed. In Ca].lrornla 7. Paclﬂc ‘lroad Co. (127 8., 1) it was
ared that Congress hs,s the power to comstruct, or to authorize indi-
rations construct, railroads or natiomal hlghways
tate, and tlmt that authority is tial to the
conirol and regulation of interstate commerce.
Congress is empowered to make such iawnumaybemqand
roper for cnrry!ng into effect the powers conferred on the Government,
‘?E‘he word * necessary "™ does not exclude the choice of means which are
appmpmttl:.‘ Necessary means are any means reasonably calemlated to

The Constitution does not preseribe the means by which Government
shall execute its powers., Fuature exigenecies could mot have been fore-
seen and must be provided for as they occur. The Constiution does
not resirain Congress er impafr its right to exercize its best j £
in the selection of mesasures to ecarry into execution the constitutional
powers of the Government.

Let the end be legitimate, let it be within the seope of the Constitu=
tion, and all means wl'uch are appropriate, which are lainly adapted to
th the letter m{‘d.

the nature

that e which are not
ng’the Constitution, are cowd\‘.ltntlonal

wl&iﬁu (McCulloeh #. Marylan
Keeping these principles in mind and remembering that the interna-

tional bank authorized by this bill has no other purpose than to facili-
tate our foreign commerce by affording improved means of exchange
between our own and other countries, one can hardly fafl see that
the measure is entirely within the warrant of the Conﬁimﬂon If, how-
ever, there still lingers In a niy mind a doubt of the soundness of the
views ested, it will certainly be l'emowd by an examination of a
few of the lea ca.ses in which the questlon hns received juﬂ!cml
conslderation, no f cases of Gibbo 69 Wheat., 1
United States v. Holliday (3 Wall.,, 411’) Peo Ie v. Brooks i‘ D?ni:i
aryla

469), Brown v. Maryland (12 Whea ) ulloeh v.
(4 Wheat., 316 ngu Tender Cases &vm 457), JuilMard .
Greenman (110 8., 421), Veazie Bnnk 1J Fenno (8 Wall., 533), and

1}.

for information are the communications of President Har-

rison and Blaine, the report of the commiftee on banking of

the International ean conference, and a eopy of the bill:

MESSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING A
LETTER FROM THE SECRETARY OF STATE RELATIVE TO THE REPORT OF
THE INTERNATIONAL AMERICAN CONFEREXCE IN FAVOR OF AN INTER-
NATIONAL AMBERICAN BANK.

To the Senate and House of Representatives:

I transmit herewith a letter from the SBecrefary of State, inclosing
mmﬂ: ted by the Intcrnltlonnl American Conference recently in
on at Capital, recommending the establishment of an_ interna-
tional American bank, Wwith its fﬂndpnl offices in the eity of New Yerk
and bmndles in the comme centers of the several other American

in

R
e%w of such an institotion to the merchants of the United

National Bank v. United States (101 U. .,
Appended

trade with Central and South Ameriea and the pur-

hmm to be accomplished are fully set forth In the letter ot the

of State and the accompanying report. It is not pmpo to

r{n nited States in any financial respo ut only to

give to the pmpmd bank a corpomte franchise and to pmmote public
confidence by requiring that its condition and transactions shall be

mitted to a mﬁny similar to that which Is now exercised over ol:r

domestie
ig mmm !or the consideration of Co

The ess In the
belief th.a.t it will be fonnd ible to nmmcrte the desired by
legislation so guarded as to avold all just eriticism.

BexY., HARRISON,
ExXECUTIVE MAXSION, May 27, 1800,
DEPARTMENT OF STATE,
Washington, May 27, 18980,
The PRE

SIDENT T
I have the honor to submit herewith the report of the committee on
y.s.dopted by the International American Con-
£ gty' Itt Jt“ t?et veryoté.mgrlﬂ&l:
e E req erest to e m
puislg the earnest atfention

ted States
commerce of the nations sonth of the Gulf of Mexico
mdthemoﬁnndemnumuan: to more than $1,100,000,000, _At




3180

CONGRESSIONAL RECORD—HOUSE.

FEBRUARY 6,.

present the peofle of the United States enjoy only a meager share of
this market, but the action of the recent conference will result, I be-
lleve, in the removal of certain obstacles which now tend to obstruct
the expansion of our trade.

One of the most serious of these obstacles is the absence of a system
of direct exchanges and credits, by reason of which the exporting and
importing merchants of the United States e commerce with
Central and South America have been compelled to pay the bankers
of London a tax ugon every transaction. Last year our commerce wi
the countries south of us amounted to $282,005,057, of which the im-
ports of merchandise were valued at $1 1053,9('!6, and the imports of
specie and bulllon were $21,236,701, while our exports co! ted of
merchandise valued at $71,938,181 and $8,668,470 in specie and bullion,
Of the merchandise imported into the United Btates, the greater part
was paid for by remittances to London and the cities of the Continent
to cover drafts against European letters of credit. For use of these
credits a commission of three-quarters of 1 per cent is customarily Jald.
so that the European banks enjoyed a lar%r: profit upon our business
with a minimum of risk. This system steadily results in losses to our
merchants in interest and differences in exchange as well as in commis-
slons. These losses would be largely reduced by the establishment of
an_international system of banking between the American Republiecs.

The merchants of this country are as dependent upon the bankers of

Europe in their financial transactions with their Amerlcan neighbors
as they are upon the shipowners of Great Britain for transportation
facilities, and will continue to labor under these embarrassments until
direct banking systems are established.
The mﬂort of the committee, hereto attached, presents a simple and
oas? method of relief, and the enactment of the measure recommended
will, in the judgment of the conference, result in the establishment of
proper facilities for inter-American banking.

Respectfully submitted.

JaumES G. BLAINE.

REPORT OF THE COMMITTEE ON BANKING.
[As adopted by the International Amerlean Conference, April 14, 1800.]

Pursuant to resolutions passed at the meeting of the conference on
December 7, 1889, your committee was appointed to consider and re-
port upon the methods of improving and extending the banking and
credit systems between the several countries represented in this con-
ference, and now has the honor to submit, as the result of its delibera-
tions, the tollowiniereport:

Your committee believes that there is no field of lnc{nir_v falling within
the province of this conference for the extension of the inter-American
commerce more fundamentally important than that of international
American banking, and that, in faet, the future of the commercial rela-
tions between North, South, and Central America will depend as largely
upon the complete and prompt development of international banking
facilities as upon any other single condition whatever, 1

In the opinion of your co ttee the guestion of the mechanism of
exchange is secondary, if at all, only to the gquestion of the mechanism
of transportation. Even after better means of transportation than those
which exist shall have been established, it will be Impossible for the
commerce between American nations to be greatly enlarged unless there
be supplied t:h:}mir merchants means for mnductln%rzhe banking busi-

ness which 1 in some measure liberate them m the practical
monopoly of credit which is now held by the bankers of London and
the European Continent.

If there be an enlargement of the means of trans
companied with an
benefits will be derived from the former as compar e benefits
which might be derived were the two improvements to progress together.

Your committee is of the opinion that the commerce between the
Ameriean countries might be greatly extended if proper means could
be found for facilitating direct exchanges between the money markets
of the several countries represented in this conference, even if there
were no improvements in transportation.

The first effect would be to afford a more direct * clearance in ac-
count " of goods exported against goods imported.

The large amount of commissions now paid to the European bankers
could not only be decreased, but such commissions would be d to
American bankers or merchants themselves, and in this way a share of
the profits which now go almost solidly to the European money markets
cOulg be kept in the financial centers of this continent.

There does not exist to-day among the countries represented in this
conference an‘r organized system of bankers' exchanges or credits. For
instance, drafts upon the United States are not attainable at all in
many of the markets of South America, and in most of them are only
sa!nlfle at a discount below the sterling equivalent. In like manner
drafts upon South and Central America are practically unknown in the
money markets of New York, Philadelpbia, Baltimore, New Orleans,
Chicago, and Boston.

The point has been made that to extend business between our States
long credits must be given, How is it possible for manufacturers and
merchants at distant points to form relations of such a character as
to justify the granting of long credits? At present such relations are
chiefly formed through the intervention of European banks and bankers,
which are not interested in the extension of trade between the dif-
ferent countries represented in this conference except in a seconda
and subordinate semse. The extension of trade between Europe ax:
the Americas, not between the Americas themselves, is thelr first care.
By the establishment of a well-organized system of international Ameri-
can banking our merchants and manufacturers would be able to estab-
lish improved credit relations, and those administering the system in
the several money markets of the Americas would immediately become
interested in fostering such relations and facilitating such business to
the utmost extent.

The merchants of the United States now importing goods from the
countries of SBouth and Central America make such importations, as the
investigations of -your committee show, almost without exception,
through the use of English bankers' credits.

The total foreign commerce of the West Indies, Mexico, and South
and Central America amounted last year to about $1,200,000, nited
States gold. The committee have not been able to ascertain the amount
of the commerce among the Latin-American States. The total exchange
of commodi between the United States and countries to the sou
during the year ending June 30, 1888, aggregated $282,902,408, of
which the imports Into the United States amounted to $181,058,966 of
merchandise and $21,286,791 of specle and bullion, and exports from
the United States to $71,088,181 of merchandise and
ggecie and bullion. Of the $181,000,0

rtation, unac-
equal extension of financial facilities, only partial
ed with th

,000 of merchandise brought into
e markets of the United States the greater part was paid for by re-

$8,668,470 of-

mittance to London or the Continent, to cover drafts drawn in the

rting markets against European letters of credit.

or the use ¢’ these credits on Europe a commission of th uarters °
of 1 g)er cent is eustomarily pald, and the foreign banks reap this great
profit at a minimum risk, inasmuch as the drafts drawn against these
credits are secured not tmlﬁ7 by the goods represented by the shipping -
documents against which the bills of exchaafe are drawn, but also by
the responsibility of the rty (generally the consignee) for whose
account the letters of credit are Issued, and without any outlay of
cash, as the American merchant glaces the cash with the European
bankers to meet such drafts at or before maturity.

This system results in the loss to America of interest and differences
in exchange as well as of commissions, all of which could be saved to
our countries if international American banking were so developed and
systematized as to afford a market for drafts drawn against letters
of credit issued in America, such as now exists for drafts drawn against
European letters of credit.

At present, therefore, the situation is such that the merchants of this
continent are virtually dependent upon European bankers so far as
financial exchanges are concerned, notwithstanding the fact that there
are ample capital and responsibility in the countries here represented,
and it is the o?tnion of competent persons that such capital would
be ready to avail itself of the opportunity of transacting tgls business

tly between the financial centers of our respective countries without
the intervention of London if the laws were such as to permit the
conduct of the tusiness of international banking under as favorable
grov!sioas as are now enjoyed by the European bankers. The prime
ifference would be that these transactions would be carried on by Amer-
ican instead of European mgﬂxl and that the profit would remain here
instead of going abroad. This, however, is impossible of realization at
gresent. in view of the fact that the banking houses of the United States
oing foreign business are usually eontrolled by London lpr{nclpals and
that it is impossible, without some change in the legislation of the’
United States to secure a sufficient aggregation of eapital in corporate
form, and so free from the burdensome restraints and taxes now imposed
upon moneyed corporations, as to permit competition on equal terms
with the European bankers, X

Many different plans have been discussed concerning the best means
of facllitating direct bauklns business between our countries. Your
committee has considered and dismissed a number of propositions relative
to the establishment of banks by means of which the national govern-
ments themselves should afford financial facilities for inter-American
banking. Such action, In your committee's judgment, does not fall
within the proper sg!here of government. There I8 no reason, however,
why the Governments represented in this conference should nof: severall
charter banking corporations to on business of the class whi
is now xenera]l{sggne by the great ban Ini corporations of London ; that
is, not in the ing of circulating bank notes, but for the purchase
and sale of bills of exchange, coin, bullion, advancing on commodities
generally, and for the Issuing of bankers' letters of credit to aid mer-
chants in the tramsaction of their business.

In the United States, where capital exists In particularly large
volume and would lend itself most readily to business of this class, and
consequently to the facllimtlni of international commerce, the laws
are not such as to encourage the aggregation of capital for such pur-
Poﬂeﬂ. So far as your committee has n able to discover after careful

nvestigation there is no general statute of the United States nor of
any of the States of the United States under which a banking company
can be organized with nm(flle capital which would have the power of
issuing such letfers of credit and transacting such business as is done
bg the leading banking companies of London, which virtually oceupy
the fleld. In the United States it will be necessary, in order to secure
the proper facilities and the proper corporate existence, that there should
be legislation granting a charter, and in most of the States such legis-
lation is exnressly prohibited by the terms of thelr constitution. Fur-
thermore, the laws of the several Btates are such as to impose the
severest restrictions upon moneyed corporations and to subject them to
taxation so heavy that it would render it impossible to ecarry on the
business of international banking in successful competition with the
Engllsh. French, and German bankers,

our committee believes that the best means of facilltating the
development of banki business, and generally of financial relations
between the markets of North, South, and Central America, as well as
for improving the mechanism of exchangf without calling on any Gov-
ernment whatever to exceed its proper functions, would be the passage
of a law by the United States Incorporating an international American
bank with ample ecapital, with the privilege on the part of the citizens
of the several countries in the conference to take shares In such bank
pro rata to their foreign commerce, which bank should have no power to
emit circulating bank notes, but which should have all other powers
now enjoyed by the national banks of the United States as to ge osit
and discount, as well as all such powers as are now p by grmu
of private bankers in the matter of issuing letters of credit and making
loans upon all classes of commodity, buying and selling bills of exchange,
coin, bullion, and with power to indorse or guarantee against proper
security, and generally to do whatever can be done by the great bank-
ing firms who are carrging on their business without the ald of cor-
porate charters under the laws of a general partnership. Your com-
mittee believes, upon well-founded information, that the capital to such
a bank would be promptly subscribed.

The United States Government might and should reserve the largest
visitorial powers. The business of such bank should be conducted with

erfect safety and with profit to its shareholders, and the greatest
Beneﬂt to our international commerce. Branches or agencies of such
a bank could be establisked in all of the principal financial centers of
America, with the formal recognition of the governments of the several
States in which such agencies are established, or arrangements might
be entered into with existing banking institutions of the other countries
for transacting the business, thus at once affording markets throughout
the two continents for the purchase and sale of bills of exchange,
facilitating and !mpvanE eredit conditions generally, and at once
affecting a complete mechanism of exchange such as already exists
between our respective countries and the European money markets,
but which has as yet no existence between the money markets of North,
South, and Central America for the reason already stated.

One of the direct benefits to be derlved by all of the Governments
represented In the International Conference from the establishment of
such a bank would be that the investors in the several countries in
different classes of Ameriean securities would have better means than
any which now exist for making such investments. For example. a
South or Central American State about to float a foreign loan would
feel itself less dependent upon a single combination or syndicate of
Buropean bankers than at present. There would open to such bor-
rowing State two markets to which to apply for national loans as
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against a single market, to the mercy of which sald borrowing Gov-
ernment is now virtually exposed. The same holds good as to all classes
of State and municipal securities whatever. Latin-American investors
would find means more readily at command for the investment in and
investigation of all classes of North American securities, and the
investors of the United States would also find means for the investiga-
tion of and in all classes of secarities issued by the States, municipall-
ties, or corporations of Latin America.

Your committee recognizes the fact that London has for many years
derived the largest possible benefits through its banking facilities with
our several States in taking all classes of American loans, which have
generally proved themselves to be of most stable and desirable character,

ut, nevertheless, upon terms which have yielded the London bankers
abnormally large profits simply because the element of competition
does not exist by reason of the absence of proper b relations be-
tween the severnl Ameriean countries, The institution of such a bank
as proposed would at once afford relief against this state of affairs, and
would be of benefit not only to the merchants in the manmner described,
but to all classes of investors generally and without distinction.

In recommending the organization of an international American bank,
the recommendation §s based upon the present condition of trade.
The establishment of better means of transportation and the promotion
of trade in other ways will enlarge the demand for the class of faclli-
ties of a banking character which has already been referred to. The
rapidly inereasing wealth of North and South America also enhances
the need for a complete system of inter-American exchange, and insures
the subscriptions for an adequate capitalization to an international
American bank to meet such needs. As an evidence of this increase
the valuation of the lEvropert of the United States in 1870 was
estimated at $30,000,000,000; in 1880, at $43,600,000,000. being some-
what larger than the estimated value of the property of Great Britain
at that time. The capital and the business of the Americas is now
much larger than when European facilities for banking between HEurope
and the Americas were established.

Banks of the character deseribed, having agencles in the financial
centers of the countries here represented, would materially promote the
establishment and immediate use of a common standard for ealculating
values whenever such a standard shall be determined upon by the
countries in interest.

While the sentiments of the independent nations of this continent
are favorable to the settlement of all disputes by arbitration as ex-
pressed by resolutions introduced in this conferenmce, thus rendering
war highly Improbable if not impossible among them, there exists no
such guaranty that war may not take place in Europe. In such event,
as long as we remain solely dependent for our financial facilities upon
European money centers, a complete demoralization of our credit faeili-
ties and our money markets would necessarily follow and cause financlal
disaster and distress, which would be considerably 1 d, if not
nltulgether avoided, were there a well-organized system of inter-American
exchange,

It may be asked, Why can not the object sought for in this memorial
be attained through the agency of a private bank? The answer lis,
that in the extension of inter-American trade it would be difficult, we
might well say impossible, to impart either prest or credit to a
private bank. The establishment of an International bank by authority
of Congress would promptly command from the other American Govern-
ments concurrent legislation which could provide the amplest and most
trustwcrthf form of international cooperation. As mnelther the bank
in the United States nor the branches that may be established else-
where can have the power to issue circulating notes, the most complete
evidence is afforded in that fact that the bank is to be devoted solely
to the commercial Interests of the two continents, and must rely for
its profits upon the increase of the volume of business from which alone
it can secure its profits,

After careful consideration your committee advises the adoption of
the followlng resolution :

“ Resolved, That the conference recommends to the Governments here
represented the granting of liberal concessions to facilitate inter-
American banking, and especially such as may necessa: or the
establishment of an international American bank, with branches or
agencies in the several countries represented in this conference.”

J. M. HurTADO, Colombia,

E. C. Varas, Chile.

CHAS. R. FriNT, United States.
SALVADOR DE MENDONCA, Brazil,
MANUEL ARAGON, Costa Rica.

WASHINGTON, April 1§, 1890.

[From the Washington Post, Wednesday, February 3, 1915.]
PAN AMERICANISM THE OBVIOUS OUTCOME OF THE WAR IN EUROPE,

The war in Europe has drawn a sharper line between the Old and
New Worlds than could have been drawn by any other human agency.
The Republics of this hemisphere are seen to be in a common family,
not merely by propinquity, but by ideals which separate them im-
measnrably from Europe. -

Democracy rules the New World, autocracy the Old. Peace and the
prosperity of the common people are the New World's aims; selfish
ascendancy by means of war is the Old World's aim. In t‘he New
Wor‘lid the worker has a chance. In the Old World he is food for

owder,

2 The United States, towering above the other nations of this
hemisphere, and sponsor for the democracy that stands like a stone
wall between the individual and the despotism of vernment, has
before it the duty of considering its relations with rope and the
Republics of the New World. Are these relatlons satisfactory? Are
they on a basis that will endure? Are the best interests of democracy
gerved by present ties?

. The first fact that strikes the United States in considering its rela-
tions with Europe Is that there is no sympathetic bond between them.
Europe is coldly formal with this country when it is not openly hostile.
American rights are respected when it is to Europe's interest to respect
them, or when respect is exacled by finanecial, commereial, or physieal
force. Taking thelr cue from the throne ltseii'. the political and social
leaders of Europe look with secret antipathy upon Amerien. They see
in democracy the enemy of all they cherish—pride of place, unearned
wealth, concentrated power, mastery of the masses. They would rejoice
over the downfall of democracy in the New World. The establishment
of kingdoms and empires in this hemlsphere would not be delayed
a moment if the spirit of Europe dared to make the venture.

.. On this side of the ocean the United States sees sister Republics
In varying degrees of advancement. Some are feeble, others are back-
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ward, and a few are stm;i; and progressive. In all of them is the
divine spark of liberty and independence. All are at heart determined
to survive, and to emulate the United States in spreading education
and building up a citizenship that will appreciate self-government and
maintain it against any assault.

Tb00¥mper policy that should be pursued by the United States, in the
light the war in Enrolpe, is very obvious. Already this Nation has

I

ranteed gerpetuity o eipuhllcnn institutions in this hemisphere.
ow, let it r!ng the Republics together in a common bond of defense,
cooperation, and development. Let the Monroe doctrine become the

doctrine of the Western Hemisphere, and not merely the fiat of the
United States,

ile Europe welters in blood, staggering under the burden of au-
tocracles, aristocracios, and favored classes, the New World can be
working out a common destiny of fraternity, commerce, and prosperity.
There are leaders of thought in South America; there are strong, hon-
est men in Central Amerlea; even in Mexico there are triotic men
who would lay down their lives for the sake of peace. hy can not
they all meet in equallty and friendship, char; b¥ their respective
peoples with the duty of evolving a Pan American polley—a policy that
will serve as the charter of all future dealings between the democracy
of the New World and the autocracy of the Old?

Under the co lal influence of a common bond of demoeracy, hav-
ing liberty and independence for its object, the nations of the New

orld would soon turn a helping hand to one another. Commerce
would flow l'reel{hamong them, as a matter of course. The rich would
help the Poor, e peaceful would help the turbulent to recover its

ofse. With all American nations joining hands such a fester as the

exican situation would be impossible. The nations would B“t a stop
to it, both for Mexico’s sake and for their own; and, above all, the way
would be cleared for concerted interventlon without incurring antag-
onism, or even criticlsm.

Already the flrst steps toward Pan Amerlcanism have been taken by
the action of certain Bouth American nations in protesting against
violations of neutrnll:% by the belligerent nations of Europe. Further
steps are being taken t’ the United States, in upholding the rights of
neutrals at sea against the tyrannous and arbitrary naval power of
Great Britain, e Unlted States is making this fight for all the
hemlisphere. Thus it is bringing nearer, although rha uncon-
sclously, the day when Europe will be confronted with the unlted spirit
and force of the New World, speaking for democracy—for the individual
rights of man, against the system which would keep him a machine.

[From the World's Work, December, 1914.]
AN AMERICAN BANK IN ARGENTINA AND BRAZIL—WHAT THE NATIONAL
CITY BANK OF NEW YORK IS TRYING TO DO,

[By James H. Perkins, vice president Natlonal City Bank.]

The National City Bank has for a long time been considering in what
way it could best relate Itself to the movement for promoting our for-
elgn trade. Thought on this subject took definite crystallization this
last spring, when plans were made for a foreign banking and commer-
cial service. If ere had been any doubt regardi the interest
throughout the country of such a movement, it would have been dis-
pelled by the answers recelved from a thousand letters mailed in May to
the lea manufacturers and exporters of the country. This letter was
preliminary to the final steps the bank planned to take in connection
with the establishment of foreign service. In addition to the serious
conalderation which had been given to the matter here, actual research
work had been done by special representatives sent to South Ameriea to
make a study of the situation and the necessities of our commerce there.

For commercial expansion in the South American field there is a dis-
tinet need for our own banking facllities, but under our previous laws
it would have been necessary to form an independent organization with
large capital to be on antzwhere near equal terms with the banks already
established there by other countries. American capital has been in
such demand for the development of our own country that it was gen-
erally considered Inadvisable to divert to Sonth America the large
amount necessary for such a project. The Federal reserve act, which
was recently passed, has made It possible, however, to establish in a
forelgn country a branch of a United Statés institution, placing behind
the branch the resources and presttl‘ga of the parent institution. It was
therefore decided, In response to the active Interest evinced by Ameri-
can business men, to take advantage of this provision in the Federal
reserve act and establish branches in South America. The directors
of the bank, on June 30, 1914, authorized an application to the Federal
Reserve Board for the privil'ege of establishing a branch at Buenos
Alres, Argentine Republic, and one at Rio de Janeiro, Brazil. Owin
to the fact that Federal Reserve Board did not organize unt
Aungust 10, 1914, action was not taken on the application until Septem-
ber 2, when the privilege sought was granted.

Toward the end of June, Mr. Robert O. Bailey, who formerly was
Assistant Secretary of the Treasury, and Mr, J, (', Martine, formerly
manager of the Bank of Cuba, left for Buenos Alres to attend to the
preliminaries coincldent with the organization of the branch in that
city. Thelr arrival in Buenos Alres was simultaneous with the out-
break of the war. Although confronted by many difficulties, all the
details in connection with the establishment of a branch there have
been completed. The legal technicalities necessary to comply with the
Argentine laws have been arranged, banking rooms have been selected,
and it Is expected that the branch will be in operation by the time this
is printed. In the meantime the organization of the staff has been

roceeding, with Mr. John H. Allen, formerly manager of the Bank of
?um. as manager. He sailed for Buenos Alres with a number of
assistants on September 26.

The service that it is hoped to render will be of somewhat varied
character. The letter of inquiry, to which reference 'has bheen made,
sounded the needs of the exporter, importer, and manufacturer for
reliable credit information in reference to foreign markets. The uni-
versally valuable credit information available in this country has ac-
customed our business men to the use of such information as an abso-
lutely necessary part of the machinery for transacting business, and
Immedta.tel{ foreign fields are entered where little if any such Informa-
tion is available, they find that the lack of well-constructed and tabu-
lated facts regarding the business houses with which they expect to
transact business gmves a barrler to merchandising. Thervefore, the
inguiry made by the National Cit,r Bank met with an immediate re-
sponse in which the need for such Information was emphasized. Based
upon this specific necessity and general suggestions made in replies to
many other letters which have been sent out inviting counsel and co-
operation, 1 commercial service has been outlined which, It is hoped,
will d!ve‘lop to be of material aid In the upbullding of our South
Amerfean trade,
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In order to answer the recLesta for statistical data and general
Intormation and to centralize the general work, it was found nemu
to organize within the bank what is, in effect, a urei trade dt?l
meént under the directlon of Mr. W. 8. Kles. gu.rﬁ
ptatistics of South American countries is being oullected a uﬂm
ernmental publieations concernlng statistics are e and

acts of immediate interest collated; rts from the ritment ct
Commeree, the excellent Consular Serv ce, the Pan American Union,
customs and general business information are being analyzed and ar-
ranged in s a way that they will be anllnhle or the information
of business men who are contemplating taking up South American
business or going Into it on a more elaborate scale. The statistieal
work is In charge of Mr. O. P. Austin, former chief statistician of the
United States, There is also kept on file in the library records from
which Information ean be glven on customs duties, port charges, trade
regulations, uhiPpLu.s facllities, insurance costs, etc. The fo trade
department will further serve as a clearing house for the tntnrmntion
received from the commereial representatives attached to the various
branches and will serve as the medium by which exporters and im-
porters can be k? t in close touch with the activities of the branches,
th 3 facilitics to be offered by the branches themselyes come under

ree

ads :

The bank will furaish the facilities which are generally snpr]ied
by branch banks evemhem that is, they will aceept deposits, Issue
letters of credit, han collections, and deal In exchange. The opera-
the mebuit) t"n"? radually direct exchi ‘:*,ﬁ“" H1l hesome & faet. Detwem

4 a o ect e a a fact betweem
Bouth America agg the {Jnlbed States. Under the Federal reserve act
national banks may make acceptance of long-time bills growing out of
-areign commercial transactions. provision creates an opportuni
for an American bill to be ceveloped similar to the best known ﬂmm
nstrument, the London bill, which is now the chief medium the
world’s commerce. The “bill” is now a * sterling * instmmant. I
will be {mssibie under the new order to draw an Increasing number
such bills in dollars instead of pounds, and the world market for the
dollar should be enlarged to a %whﬂe it will take a prominent
ghace in international exchange. t transfers by cable of funds from

e branch to the parent bank, or from the parent bank to any bank
in the United States, and vice versa, will e possible th the
minimum of expense. Gradually a broad discount market for Amerlean
bills will be velo;:;dthmd 11 undoubtedly go a lon wa toward
e

encoura e use on ‘Nlew York instea
settlemg? of lnternaf.lonal transaction: it Do 0
(2) The gather credit wormtion will be one of the most im-

rtant functions o the branch. As rapi 8 ches

511 collect reliable eredit in!ormstiun cogc%g:i: E?)uilb Amerl:::nbm-

Aeat;t; iand \;& at the !Iame ﬂm% credlt ln t:’n to give the South
merican ness people correc amn bout

with whom they have ctions in the United sﬂa - gy o

Dupilute files will
themmishluo mmdnnm:beutnuu ﬂpeditloutu
Pe(3) There will be attached to each branch one or more commercial rep-
resentatives, who in a broad sense may be u‘.ld to be the personal repre-
sentatives of American business interests. w-ge 1 study trade
conditions in the country to which they are ualxned and will torm

ugn are interested in

erative relations with
Imabelnspoﬂth:mtoutnutn—
the representatives of American business
interests who visit South Ameriea. They will look for trade ufportnnlt!ea,
and when such o] &purtunlues arise will communicate with the foreign trade
department of the bank, which will be In a tion th
opportunities to the interested business o
furthermore, be in a position to make tions of the
bilities for particular articles {n the market, and, when an exhaustive
investigation along some mchnicau line is to em;alg te&hnt—
ecal representative who will be competent and reliable. any flrms
have asked that preliminary vestisntiunn of this kind be
made, and numerous instances requests have been nu.de that the
representative purchase varlous articles In the original package to t:
gent to the American manufacturer, so that he may not onl
the character and quality of the article but the way the article is
pared for market, led, ete. The commercial repreaenta
will also be able to gi\re information regarding refused shipments,
customhouse de tﬁa ete., and in other ways w be of assistance In
smoothing out d culties that are encountered by th e.‘:?orter
In order that the information of & general nature collected the
commercial regﬂmentauve may be pron;gtl‘f dissemina the National
City Bank is ulng a publication call he Americas, devoted to
upbuilding of trade between the two continents. Whenever importan
information Is gtgon certain tra
letters or bulletins will be issued to no se who are likely to be
interested. In order to provide some means of doing business with
Argentina the serlons breaking down of the exchange markets,
the National City Bank made an arrangement, g: dinx ths establish-
branch at enos Aires, for an exe ts with
. the nntlunal bank of Argentlna. As reault
o large amount of ex) !t)ort and import business bas been made pmf‘hle
H!ﬂch otherwise wounld have been greatly retarded by the war

sible the branch in Rio de Janeiro will be established,
bably there will not be much delay in doing this.

It Ii:oplnnned to develop the service gradually and in full cooperation
with the Governments and institutions of the sister Bepublim of the
gouth. The undertaking means large expendi and any ultimate

rofit which may come to the bank as a result of this work will

termined by e success made in broadening tha markets for
American producer,

J\B E00M a8

[From the Iron Age.]
Uxsitep BraTEs BANES IN BoUvTH AMERICA—DEFINITE DATA ON THE
HAXDLING oF CrEDITS BROUGHT OUT Iy DISCUSSION AT THE MACHINE-
Toon CONVENTIO.

N.
VleePruldentH R. Eldridge, of the National Ci
Amerlcan

!ork.un Theesllb ent of

mﬂtlﬂtion Ngw ye‘r'k o ,‘,5'“0“ the Machine-Tool Builders'

tgth a most interesting
Put on J5es 1 paT sugzesied E”“”‘“““ From nis sudience,
there were brought out just thz Facts manufacturers want most g

knuwunbout the eredit and banking side of business with South American

In his address Mr Eldridge sald, in “ That we could sell goods
South Ameriea in liberal quantities a this time 1s more than probable
in vlew of the disrupted gom necessarily eansed bythem gut thu.t
wwuldbejuﬂ.ﬁedinm the long terms of credit to w!
are accustomed is not so elear These long terms of credit are dlree
the result of keen competition and are likewise responsible In no i
degree for the financial conditions there prevailing.

DANGERS OF LOXNG CREDITS.

*All leniency should be shown in
l;x&bntwhenthmtemsgobeyon unds of reason the road la
pa toward the slongh of speculation, lr a merchant buys on six
ths’ time an article which will be sold and realized upon wlthin 20
d.n:rt. he holds In his hands the proceeds 90 days longer than he should,
and the temptation is constantly before him to either buy more goods,
often beyond his needs, or to employ the funds in some line of specula-
tion, both lea to undoe e on and often to financlal lure,
It would be w therefore, not to be too liberal in terms of credi
even thou;h the development of trade be retarded thereby, yet no
ainur:ma bly chary of granting terms of a favorable nature when com-
“ The Nnﬂomu City Bank of New York will open at Buenos Aires,
ﬂ.n.% branch, and as soon ns practicable another at Rio de
Janeiro, Brazil. The bank desim o all it to promote the Inw
m of trade tions, snd thruu m g department offer a
cheap and etreeﬁw method o en:ha.ngm between buyers
and sellers. It is fully tltve to the inconvenience probable exporters
and Importers suffer b:r the lack of dependable Lntormntlon of trade
conditions, deman r certain lines of goods, s:zi
customhouse regula ons and dues, a knorw edge o
various conntrl which could be imported into the Un:lted Btates to
advnntage thelr character and the avenues through which they could
numerous other branches of information so nl-
stte for the pro?er dling of business obtainable. To permit of
emination such information among Amer!enn e:rporten and tm-
porteﬂltiathsbmk' intention to maintal of trade experts
at each branch whose duty it wllllge tvaﬁth“ all the data pcmalb!e that

ean be of benefit and t ble in an lntelll manner
through the eolumns of The Amerleas, ch will be lss time to
time, and special bulletins when deemed advisable. I.ntormt:lnn of this
character will, no doubt, be found qtuih valuable and may possibly
g:uu the source of no little !nvtn.g expense to honses ope.ratlaz in

uth Ameﬂu. The service of this corps will be available to American

reports can be to! where desired.
bank w!.ll eatah%h in each brsnch a

within a reasona to be able to turnhh exporters and importers
valuable Information as to the standing of South American dealers.”

THE DISCUSSION.

8. H. Reck, G Klusman Tool Co., Cineinnati, started an im-
portant dlscumun when he sald: “ I think that the question every one
of us would like to ask of Mr. Eld ts. waeare to have
our sales in South American countries han We un tha

and English ve a!orded e:: tional facllities to
German and English n erchants for ng of

vester— c ]
extended. It would seem, there!b that that function of the American
bank that would best serve us would be to pass upon the credits them-

gelves, If the branch banks in those c w to be merely ofices
through which discounts ean be handled haldlngmthe American sh]ppei
glms.rily responsible, the offices of the bank will not be very helpfu

and the can trade with those coun not be.greatly
I?.nm ted thereby. But if that bank is to perform the real function
of a bank, to be an institntion to which the markets
who is worthy of t can go and obtain ds with which to make
purchases in this country, paying for the or an ex-

the mmer that the en
191 cl]”t years by German and by En%l[sh banking institutions.
E] us the results of the lnve'stlsltions he has
as to how credits and discounts will be h for
lnstance, one of us were to sell a bill of $10,000 worth of machina
tools to a house in Buenos Aires or Sao Paulo, whether we will be held
responsible for the time we E;e or whether the bank will establish
the cred! t basls and finan transaction—that is what we would
all like to hear very much.”
DETAILS OF THE BANKING PRACTICE.
“ Mr. EuorinGE. If you are entirely satisfied with the responuibiu
or the to whom you are ahlp 1 you will be willing to hlg
aryhermaofa Gﬂormmsupontheﬂm
itult. that case, E not interested rovld.ln,i
can get a market for that 'bﬂl. ut lt you want to ulf
t you are not very well acquainted with, be it In nt.hAmarlcnu
Eum w‘.hat you are going to require of that man is a reimburse-
E ust go to E:u arrange for that credit, and you

ﬂkuﬂdl.ng the bank Is satisfac
you. But evla]::&m ln.s ce

rema sponsor of th t. You are responsible for

:o:u' hneﬁ in that , and tlut is the custom the world over.
COMES mcx TO HOME PRACTICE,
" course the llability that you are assuming is very remote.
But& vu'x brmm tlutt{ p{lllmcybank‘s bill commam!s gl;;’.:h fine
how lnll tlu.t ﬂrm sumdl. the bank’s credit is n!ad as better, and
given firms l.re credited aceordlnx to the risk lnvohred And that is
exactly the A.mu.?icaym have mt to make in all your
trsnnctlons m South othar forei:n country :

whx.lomuchntreuhubwn the subject

be ﬂud‘ﬂ becaunse our m%w uat tln& I,t%n busin

g nnt Wuhi.uﬁ u never heard u! drawin hﬂl
m!n m thaba will furnish the it.'I‘hais

Ji thnt th N t .gunsu B ano;‘ Yo gaaul{aggo o~
B! de Janeiro e Nation ew Yor per-
ectlc ¥ willing to purchase bills on.(m’{?bere you are not satisfied with

tinx, credit to responsible com- »
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the credit, certainly you have only one thing to do: If they want your
E:ods, let them pay for them or arrange down there through their own

nk. They can, if need be, make a deposit there and cable to you
that such an arrangement has been made. There is no difference in
methods of doing busi with h in South America in that re-
spect and elsewhere, except that there is a certain amount of Incon-
venience in getting the necessary information on which to base your
credits, We are endeavoring to get up our credit files, as we want to
know something about the character of the bills that we have to huf.
We are perfectly willing to purchase bills on the more responsible
houses in South America as well as on the more responsible banks,
For instance, if you want to make a shipment of ma e tools to a
house in Buenos Aires and they give you a credit g_:ﬂunst a well-known
bank there we would buy it as readily as one a st you or against
any of the other banks there whose standing we are familiar with
as first class, We would be perfectly willing to buy those bills, if your
customer finds it more convenient to glve them to you.

“Mr, RECK. The manufacturer here, then, will be just as able to rely
on the credits recommended by the National City Bank of New York in
those varlous centers as he would be on the recommendations of any
of the banks in this country on which he is accustomed to rely?

BUILDING UP CREDIT FILES.

“ Mr. ELoriDGE. Exactly. Wherever you sell a blll of goods to a
party that you don’'t know thoroughly or it Involves a large amount,
ou are very careful to revise your credit-information data. It is the
ntention of the National City Bank of New York City to bulld up its
credit files so that they will be as nearly accurate for that region as it
is possible to make them, and we shall endeavor to give not only evev;y
customer but any American merchant inguiring the benefit of them. (]
do not insist that you do business with us to get this information. All
you have to do is to ask us for it; we are willing to give it to you. We
shall endeavor to be prepared to give as close information as is pos-
gible to obtain; but in a country where Dun and Bradstreet have found
that only 18 per cent of the merchants are willing to give a finaneial
statement, you can imagine what a difficult problem it is golng to be.
We have to rely a great deal upon reputation, but are going to lgei: as
good experts as we possibly can and dig down deep as we possibly can
without having them throw us out of doors. We want to secure such
information as will render it fairly safe to do business, and we prr:goso
to back up our faith; that is, where we honestly believe the merchant
is first class and will pay his bills, we will accept bills for them.

“ Mr. REck, Mr. Eldridge, every member of this assoclation is heartily
in accord with your action. The establishment of workable bases of
credit is ome of the necessary moves that must be made; it is ploneer
work which, together with means of transportation, must precede any
successful effort to get that trade.

LITTLE PROFIT IN PIONEERING.

“ Mr., ELDRIDGE. I may say to you in passing that the National City
Bank is not expecting to make very much money out of this proposition
for a good many iyenrs to come, On the mntrar{. zve look forward to
glvlng up rather [iberally in the way of our preliminary expense, We

urther realize that as socon as we blaze the way, if the thing is a bl

guccess, doubtless a great many other banks in this country will fin

it to their interest to establish branches there, and we heartily
weéct;me tllllen;. because the bigger the fleld the better for our country
and for all of us.

“One of the great advantages of a foreign trade is readily under-
stood when you take into consideration that every dollar of merchan-
dise that leaves your shores for a foreign country gives you a call 'uﬁon
that couniry for $1 of gold, and that gold is the standard of ue
and the basis of all ¢ t. The more we can protect the gold reserve
of this country the more do we protect our merchants, our Industries,
and the cheapness with which credit may be obtained. Active foreign
trade is one of the most desirable things that any country can possess,
because it creates a tremendous call upon the fold of world and
forces the other countries who are our buyers to either give of their
products in return or of their gold.

WEALTH FROM FOREIGN TRADE,

“ Naturally any country that can develop a great fore trade will
develop a good import trade in the products of the country to whom
our exports go. at country must in turn ship to us its products in
order to reduce the balance of trade against it. The reason that Lon-
don was able to held its tremendous position in the business world lies
in the fact that it is the clearing house of the world, where all inter-
national credits are settled. A draft on London is always given pref-
erence over a draft on Paris or on Berlin, because everybody can use it.
On exactly the same principle a merchant down in, let us say, Mem-

his, Tenn., finds that he can not use 8t. Louis exchange as conven-
ently as he can New York exchange, because he has a greater call for
New York exchange.

“That is the reason that London retains its ﬂfc]'lt grip upon all the
countries of the world. It is this which enables London on a little old
$250,000,000 of gold in normal times actually to control the commerce
of the world. finances the commerce of the world on a stock of

1d not one-sixth of what we have in this commtry; and the reason

at we in this coun are not taking advantage of the great gold
gtock we have, which double that of any nation in the world, is
use we bave never had the good sense to provide for its mobiliza-

on.

“We do not need gold certificates to ecirculate amo: our people,
‘What man feels safer because he has a gold certificate in his pocket
than if he had a national bank note? One is just as good as the other.
Through our Federal reserve act we have taken a long step forward
towar: rfecting our financial system and improving financial condi-
tions. ou are going to see In the course of the next five years a
great change in the way of doing business. We are gradually ap-

roacbi?g scientific methods. We have been blundering in the dark Pn

e past.

THE OUTLOOE FOR BETTER BUSINESS,

“1 think we can all look forward to better business conditions when
this great war is settled. We are going to be a long time recovering
from the effects of the war. Our foreign trade is temporarlly going to
be larger than it has been in the past. The nations that are at war
will be compelled to buy from us, because we are the only great nation
capable of suppl :nf them foodstuffs and articles of war that they
must have. Logically, as long as the war continues, so long must we
~continue to make large exports, because the{ have got to have what we
can sell them. That is going to help us; it is going to permit us, in
a way, to protect ourselves, by the credits that must necessarily be
established to purchase those things, against the load of securities that
they may dump upon us.

b Pemnallﬂll do not think that they are going to dump those securi-
ties upon us the amounts that some have anticipated, for ihe simple
reason that a man is going to want to sell, as a ieneral thing, that
which he thinks the least of and keep that which he most values.
American securities to-day of & standard kind are the best available
securities in the world, because this Natlon is at ce and there Is no
reason why our securities should not continue paying dividends as they
fall due. Therefore they are rellable, and the man who is not used to
work, the man who is living on an income and could not make a livi

in any other wn{hthm cl[pfinﬁ coupons, is Eomg to give that very grea
consideration, crefore think that when this war is over, it it
lasts one or two years, as a great many think it will, we will be in
pretty good shape. But let us not delude ourselves with the idea that
we are about to enter upon a great era of prosperity, because capital
can not be impaired, permanent improvements can not be destroyed,
human life can not be destroyed as it is being destroyed in Xurope tc-
day without affecting the whole world. We are bound to feel the re-
sults, but we will feel them less than any great nation in the world. .

" When this great struggle is over and the balance of trade is struck
on the books yon are going to find that your Uncle Samuel stands mighty
well through having kept out of war, and will be able to show a better
trial balance sheet than any nation on earth, and be able to ahead
and do business better than any of them. Then will come the time
when we wiil realize the great value of mobilizing our gold reserve.
We will by that time have still further added to it, because it will be
hard to take it away from us when once we get on our feet, and then
is the time when we can talk about financing other countries.

“Mr. C. Woop WarLTER (Clocinnati Milllng Machine Co., Cincinnati).
Yon have described the function of those American banks as rega
credit. Does the German or the English bank do any more than just
that for the trade of those countries down there?

THE REASON FOR LONG CREDITS.

“ Mr. ELDRIDGE. Thei' finance bills, and they bave been, as I under-
stand it, quite liberal in thelr financing. That is, th.e:{l would accept
for various h there the credit responsibility themselves
to a considerable extent where it was a very desirable customer. Yom
understand that England and Germany bave been right at one another’s
throats for business. Deep down in their hearts that is what has been
the matter between England and Germany for a good while. England,
for instance, had the South American trade pretty well in hand when
Germangn;tepped in; England was selling its goods practically upon a
60-day is. Germany came and, finding it hard to get the business,
and rsalixi& that most ple are very much tempted by being able to
get good credit, said to them: ‘ England makes you pay In 60 days; we
are not hogs like them, we will make it 90" [laughter], and immediately
a great deal of the English trade began drifting to the Germans. Eng-
land comes up to the scratch and says: ‘ Germany is not as lenient
as you think she is; we will make it 4 months.’ And so it went on
un tb%% t it up to 6 months for goods that had always before been
sold on 8’ time. [

“That was a very nice thing for ihe Argentine merchants; at least
they thought so. As a matter of fact, it was one of the worst thin
that could have happened to nnf country, because when you sell go
on terms longer than you should and the purchaser realizes on them
and §ets the money in his jeans it always burns him. He can not resist
the feeling that here is an excellent opportunity to buy a plece of
prope or make some less safe Investment in a booming country,
where land values fluctuate rupldi{, and by the Hime the account really
falls due his money is tled up or he has falled to make a profit on the
investment. He may have gone into a losing speculation. 1 think that
situation has developed disadvantageously in South American countries,
especially Argentina.

CREDITS SHOULD BE SHORTENED.,

“1If therefore, trade is pushed with Argentina, it should be estab-
lished on a solld business basis. Any of you can see the justice of that
for yourseives and will recognize the truth of these observations. If a
man does not have to pay a t.hinghf]or a good while, he begins to think
he may never have to pay it. I know, as a banker, that I have met
a great many f:eop!e who never think of paying even when you suggest
it to them. have known merchants that go along year after year
and never pay up. As long as thef keep themselves in a solvent condi-
tion you are perfectly willing to loan them money; It is a safe risk.
But you let a fellow get the idea that he can get credit as much as he
wants and that he can extend whenever he wants to and there is no
need of ever g up on time—that man is in a precarious condition,
His business Is not ng run In good shape, and his head may go under
at any time that a t;t.ringe:rlc’).;1 develops in the money market. But the
man that keeps his business good shape and has always ready assets
sufficient to pay his bills as they fall due is a far more desirable cus-
tomer. He Is a good risk, and can always get money, no matter what
sort of financial weather prevails.”

[From the Bankers' Magazine, vol. 82, pp. 518-510, April, 1911.]
LATIN AMERICA—AYN INTERNATIONAL AMERICAN BANK.

[By Elmer H. Youngman, editor of the Bankers’ Magazine—Address
ore the Pan American Commercial Conference, Washington, D. (.,
February 17, 1911.]

Before entering on the discussion of a proposal to establish an Amer-
fean bank in Latin America or other foreign countries, it might be well
to inquire, first, whether or not such a bank is needed ; and, second, if
found to be needed, what sort of bank it ought to be. These are. very
simple questions, perhaps, but to my mind they are of great importance.

rst, as to e need of an American bank, or banks, in Latin
America, opinjon is far from belng unanimous, We are told by some
that the existing banks stand ready to supply all facilities necessary to
carry on trade between the United States and Latin America, nnd that
no necessity exists for establishing American banking institutions for
further developing our commerce., That view, 1 think, {8 not enter-
tained by those who have a ]practicat first-hand knowledge of the subject.

Banking is not an entirely passive and impartial instrument of com-
merce. The railway or the ship may, possibly, be as ready to carry the

s of one nation or of one merchant as of another. Not so with

nking. Each bank has its clients, as the lawyers have theirs., A
bank selects its dealers, and deals only with whom it chooses. Some-
times the selection may be made from the standpoint of location, of
particular lines of business, even of natlonality. Banking may be
cosmopolitan in man{ of its ts, but the considerations named—
and others that might be cited—have an important bearing on the busi-
ness of those who deal with banks.

Besides, in many portions of Latin America, as In all partially de-
veloped countries, a k is other than a mere institution of deposit
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and disconnt. It assumes not infrequently the duties of a financial
wider than those pertain-

and commercial agent, with functions muc
I.nﬁ to banking as erally understood.
f nn:one from United States ﬂ:wnlﬂ be in
rica with a vlew to ca on
uired ‘haninn%al
to an American bank, to a native local institution,
ﬁ"ﬁ" or Knglish bank that might possibly be in

efforts in favor of some rival? To ask this guestion is to answer it.
And yet this is but one phase—and perhaps a relatively unimportant

one—of this problem.

Certainly few would be so rash as to claim that the banks in this
country have a thorough kmowledge of Latin-American credits, or that

they are prepared to grant credit on the terms
a position to compete on terms of &xﬂlts with
facturer or merchant in secur Latin-American trade,

Nearly every activity of production and trade comes into contact
somewhere the business of banking. The perfection of a country’'s
commercial machin its smooth and effective T:ﬁo;:lng—dtw;pends Very

largely upon the cter of Its banks. be n pations
arises, of course, from the dmaud axis coun and the
ability of another country to emnnd at the t price.

But this ability to furnish gouds a nalable

extent, be governed the elndenr:r of the bankins machinery.
whether banks create commerce or not. It ls

need not stop to lnqt

enough to know that they greatly facilitate it.
There Is no doubt whatever in l:g mlnd that tn

erly organized and wisely manns

a po
tending our enterprise throughout tln Amerim and in devel our
commercial relat!i-gns with our southern neighbors, to the grea n&nn—

tage of all coneerned.

Primarily this question in its marrower commercial aspect resolves
itself Into a matter of prefit. If our lnnkhﬁ capltal can earn
why shoul

profits in Iatjn America or elsewhere,

going there, and under the cond.lthna most favorable to success?

example, mix;a.l bogzloélnot e g'l:: N‘P our ns.uow banks, of large
ngh cap 8 gtven e privilege of establishing branches
in axico and Cuba, now exercised by the great cha banks of

Second.lrltbecuncededthn ur banking relations with Latin Amee-
fca are capabl lmpmremt, anﬂ that our banking capital should
g:;er that ﬂald. it xt becomes necessary to consider what kind of

k would be the ‘beut The national bank act

believe, prohibits, a national bank from ha I can
mpxll no urmgml.”howevar. why o;: national Innkuuot vel‘?

m.lg no rmitted, under proper regula
branches in the chief citles of Latin America and in other toreun

countries.
But I do not believe this to be the best solution

European nations, as well as Japan aad Mexico, have learned value
of speei ll:nl:ion in I:umkinr— desirability of organiz banks ade-

quately fowers for doing the work in hand.
time we 8 doptthn ciplenm Let us adopt it now if we are
to enter the mml& fleld ‘with any of suceess. We must
not venture into t field in our weakness, bu in our mlght. I

we have had enough already of weak attempis to establish American
banks in certain forelgn countries with a result that might have been

foreseen,

If we are to have a forelgn bank worth gmything, its capital must

m the outset be enough to command res
Jnent must rigldly conform to the soundest
An institution that would not only promote enterpr
but that would add to our prestige and increase
for our business method.u.

While it Is ver: tural and proper that a bank of the character

mentioned should d its ﬂ.rnt snhere of o atlcms

neighbors
of Central and Sounth Arr nm [ uplntonngmt its sphere
un

should pot be limited to thm
for the formatlon o an intemational Amerlun

of not less than $100, ha its head office in New York, with
branches in Chieago, sr i.auh New Orleans, San Francisco, and in the

t commercial centers of the world. It would,
he first dutles of such a bank to do everyt

Uni States.,

It is be:ond my gurpose at the present time to
the organization of this bank. That is a detail rm-
Whether or not the sanction of Congl'resa cou!d
stitntlon 1 do not know. The prest
would be ﬂptul but may not be in sable
to organize under State laws a pan-Ameriean

mlght be partly furnished here and partly in the conntries where the
ir remarked in passing that the trust

com];any is something practically unknown in Latin America. There
1 difficulties in the way of establishing such institutions there,

though thesc mu b overcome. Judging from the exneric-m:e of the
trust com ny TUnited States, Latin Ameriea o%ht to furnish an

banks are to be located. It ma

are

inviting for the establishment of such Insti

movement is now under way to organize a trust company in one of the
principal Latin-American nations. The particulars of tﬁ‘in

a.m not at liberty to disclose,

thing we must remember—there should be intermational reel-
Eroclty in banking as well as in trade. If we expect to Invade Mexico,
entral and South Ameriea with our banks, we must expect the banks
of those countrles to come here. And if we restrict the operations of

their banks here, we may expeet them to t

our banks there. Already many rorelg banks have agencies in New
eities, but State laws ﬁgmrally prohibit
these agencles from deing a bankin bu.ninml that

York and other American
recelve deposits, and thus their ability to
talled.

Can we reasonably expeet that Latin America will allow privi-

leges to our banks which we deny to

theirs?
As the importance of the United States as an e:porter of manufac-

tured rodncts rows each year and competi
need of an institution like that herein sngsestea

wi
more apparent, It is wise to discuss this guestion now. It would be
o take actlon.

wiser perhaps to stop discussion
One pehjng

a
should porne in mind—that the interests of those whom
we are seeking to make our eustomers should be

garded. A Latin-American bank whose operation

serve to provoke the antagonism of the banks already ex!st.htl_g r tha
would meddle in political affalrs might do much more harm than

But a Pan American bank, or one of the broader scope indicated, prop- |

en
nisunce, whom cou,ld e turn most confidently,

requirements
luanddev

ﬁeveédpment of trade and enterprise between Lntin America and the

ral charter
It might be advisable

country of Latin
that

?nto place us in

the ropean manu-

will, to no mu

American bank, prop-
werful agent in ex-

we debar it

rohibi as I
m.anﬂ,

of the problem. The

and its manage-

the respect or others

the time to be ri
with a upim

of course, be one of
essential to the mutual

elaborate a plan for

future ration,

Imd iur such an in-
a

bank, and the capital

In fact, a
movement I

ctions around

they not
loans is la gejy cur-

becomes keener the
11 become more and

most carefully re-
s might In nny w

good.

organized and rl.ghtly man would be a powerful Instrumen-
t;lit.r in develo rise an trade
o A o thl:lns ourgn o n MEO the mutual benefit of our-

[From the Banking Law Journal, vol. 27, pp. 305-309, April, 1910.]
AN EINTERNATIONAL AMERICAN BANK,

[By Maurice L. Muhleman, author of “ Banking Systems of the
cefis World,” ete.]
onsiderable discussion has recently been caused b ro tion to
establish an international bank under’t.he auspices of’the %n])t‘:!’ States
to be devoted to facllitating commereial and financial transactions be-
tween the sevenl countries of the western continent,
’].'hl.s tion is a reminder of the strange indifference shown by
alatom to some of the most important ente rines
whlch tha ca al or the country eould be profitably employ
same time nti us with a’ most powerful instrument to =t
our Imnlness with the rest of the continent lying practically at our
doors, Had we spent one-balf as much in the way of developing the
friendly commercial relations with South and Cenfral America as has
been spent to wrest trade from nations in the Orlent we should have
had results that would have warranted the outlays many times over.
Efforts are now be made to induce Congress to enaet a reasonable
law providing for su es to shl plying between our ports and those
of South America. If properl usted and then properly earried out,
the investment of several mil o:u:of dollars in a series of years in this
way by the Gavemmmt would um}uestiombly prove table to our
teres or the develo tpot our trade im
that direction are particularly tavorshlo at this Lﬁﬁz” and the ident

es

is justified in bringing his influence to bear u Ongress

sh the desired zcsult. It is t be hoped laue dmgt:c%%

eated similar the d;emst will not be perm.ltted to dominate
}n W:gl(:)i: :reu and the enactment of the necessary

ut we do not 0! uire ships of our own to promete our com-
mercial interes Mﬁoug Anerlcpa. we need also fha which ove
other nation of importanoe a bank that shall act as the han

mam to the commerce, m:-e has been a little improvement
in the conditions bearing upon our exchanges with countries to south
of us, it is, upon the whole, still as true as it was 20 vears ago that
the bulk nt that commerce pays a heavy banking toll ta uropean coun-
tries, a toll that constitutes a tax upon trade and p
vents lta development in degree that the South Amerlun trade dt
Theso Siates, Dot we are far Debind coveral ponntvies ot orts. ta
ve! coun 0/
selling goods to the Latin Americans. % =

The 3roject to establish a Pan American bank took definite shape
R,mél??:a.n hen a specm cmmttet:e appolnggdlhywthe Interngtlonnl

whieh n conven n ashl.nst our
then Secretng-l of Btatn Blaine—recommended that the Unl g
tive in providing a banking institution to leasen the
eost of ex: e and promote the commerclal relations between the
wmtrieu. l to establish such a bank was then pre ]
failed to ru:elve the approval o.thCongrm Another v attempt
was made in 189‘? but again there was a lack of sufficient Interest
and business Lilgnnce and the bill was permitted to die. It is
doubtful if even now there i3 a fair chance for such legislation,
ﬁglgﬂ considerable activity is being displayed by friends of the

It is to say at the outset that the Government is not asked
ﬁo contr[ihuggrone dollar to the capltnl of the proposed bank or to

nsibility for its obligations. li tbnt ts asked is

tb&t h‘. shall give it a charter, bmuse no State charter would suffice

for the purpose, and in mn_r of the States such a chartu' eould not

be had. It is &lro mit the Government to exerel uper-

visory powers h the ?:euur‘ Department, and the princi les

gmrern!nx the operations of banks of a s lLar character charte: by
nations are to be applied In its ca

nanifestly the bank must have brn.nches at all of the chief ports
on the American Continent south of us; the head office would be
located in New York City. As the business develops, agencies and
branches would be established at other places, such as New Orleans,
San Francisco, etc.,, which ports carry on very oons!derah.la trade in
that region now. and be expeeted to increase it.

The report of the eommltm of the conference, made in 1800,
pointed out very sucelnetly and cogently why such an institution is
needed ; only one of the members of that body was acltlzenofthe
United States. tl:e others reprasentlng various Latin-American States
gntiugira in the conference, The commerce of the West Indies,

South America was then valued at so! 3031 000,000
of which the share of the United States was $283,000, 181,000,000
representing our purchases from them. To -day our commerce with
South America alone is npearly 5280.000000. our purchases in 1909
amounted to $193,000,000; our exports to only $83,000,000, This
shows the heavy balance against us.

The great bulk of the purchases w& Latin America is made In
Europe; the great hulk of its trade h us _is carried ln Euro;
ships, and is usted by exchange upon Eumﬁfm which
have branches in every important edplm:a in the thern Amerlun
Continent. The committee estimated that the tax om our trade
to European bankers for exchange alone was at the rate of three-
tom-ths of 1 per cent. Since that date the aa%'msl poliey of Ger-

e growth of French and Itallan interests, rticulurly in
mggl and Ar entina, have probably caused some reduction in the tax
ntﬁ:e't But it is still of sufficient importance to make it a burden upon

The pmma of financing tmmmctiana is clearly described In “ The
Discount System in Europe,” by Paul M. Warburg, recent ubllshed
by tel:i; fonal Monetary "Commission, from which the u%
ot
g If an American merchant s coffee in Sao Paulo, he will erally
gtag for it by opening for the shipper a documentary credit in éum

t s to say., the American purchaser makes an arrangement wiﬂx
the European banker by which the latter l‘lfmea to accept, let us sa,
a three mnths’ bill drawn on him, with shipping docnments attachei
covering a certain shipment of coffee, the ameunt to be drawn being
the equivalent of the amount due by the American purchaser to the
South American shipper. The shipper will have no di ty in selling
toahnnkinsno?a his bill drawn on a first-class Euro
house, and thus will promptly secure the money due him for the goods
sold. The loecal bank in Sao Paulo will buy the bill without hesitation,
because it knows that it need only send this forel bill to England,
Germany. or Franee, as the case may be, where, owing to the extensive




1915.

CONGRESSIONAL RECORD—HOUSE.

3185

discount market in these countries, it can immediately rediscount the
bill. thus securing repayment in cash for the amount invested. Indeed,
if the Brazilian bank prefers to do so, it can at the moment of shipment,
cabling to Europe, fix the discount rate at which the bills will be
ounte upon their arrival in Europe.
e bill reaches Europe the drawee puts his acceptance on
‘lt. and havlng thus obligated tlimselr to pny the bill when due, the
documents are in most cases releued and sent to American pur-
of the ds who op the credit with the bank.
Of course, the Amerlean purchuer ys a commission to the European
banker for the service remdered. tienmticm depends on the
h:g of the purchaser and, in part, on question of whether or
not the documents are to be released upon acceptance—the American
ﬂ:rchaser obligating himself to put the bank in funds before the bill
duoe—or whether or not the documents are only to be given l%
by the a ting bank against cash payment by the purchaser,
may be sald that the n.verage compensation for such acceptance is
between a quarter of 1 per cent up to three-quarters "f 1 per cent
for three months, accordl.n to the conditions of the case.
The existing system n 113 diverts trade to Europe. If to-day
one wishes to go to a Sonth Ameriean port below the north cont. the

most direct route is by way of Europe. Great cargoes of

ete., come to New York from Rio Janelro and Buenos A chieﬂ
!oreig'n bottnms or eonrne but most of the ships, inst of ta
return cargoes h !g our manufactured afoodl bn to pay tar
our purchases, tnke hil]s 0 exchange upon I.on Hamburg, pro-
ceed to those ports, empty, if need be, to txke tlsh and an

shoes, textiles, ete., to the people in Brazil and Arxen
It woul ;

d appear, therefore, almost necessary, desir-
able, to develop our transportation facilities uolncldenﬂx with the crea-
tion of a Pan-American bank, These two improvements should be

brought about at the same time—and as soon as practicable. Already
the situation is remdered more dimc\ﬂt than it was 10 and 20 yean
ago by the increased competition for business since Ger
well- p]anned and well-executed program of taking trade m Great
tain. It will require much and well-directed work lace
us even 1n third rank in commercial and financial importance l.n th
America as a whole. But we shall fall behind much more if we permit
opg‘ortunlﬂes to pass without action.
illustrate the power of the present eompetitum that are In the
field, it will be sufficient to take recent ement of banks in Ar-
nt[na. which gives the British tn.stitutinns d%!m of ap%‘roximntel
05, 000, the one controlled b 000, the French one
25, 000 000 the German ones .000. nnd the Italian institutions
$50,000 000 All of these corporations are making handsome profits and
are helpi veri materiauy to promote the trade between Argentina and
the countr they reprmnt there. We can not expect to compete
with these natl ou unless we equlp ourselves adeguately. In order to
do this we must look to Congress.

It was throu favorable legislation that Germany and the other
nations saceeeded In wresting from Great Britaln the practical monopoly
of that t market, w had been hers for ;eneutilml mml by
reason of acute buni.nm judgment and wise statesmansh gr 1 of
countries except Spain are farther away than we are from the
South Ameriean ports. yet aH do relativ a much business there,
and what should even more cause for considera b:|Ir they all
take toll from us throu h thel.r banks. It was well said b the Com-
mittee on Banking and of the House of Representatives in 1897
that ]n c;ndhionl more humll g to the people of United States can

It Jirs high time that something be done both by way of improving
traus&ortatmn means and by way of &m I;f banking facilitles. The

open; the representative Son who have discussed
these quenﬂons with our representatives would welcome these -mﬁé
they would in fact assist in mn:ty ways toward the establlshment of
bank, Including the mvestment their own means in the capital thereof.
‘With soch an lnstit tion at work there would, to again quote from the
committee re tloned. “be on of intercourse, com-
mercial and ancial such as would sorprise ﬂmu who are content to
transact American business through Eurcpean b

It developed at that time that goods produced by us and shipped to
Burope were actually reshipped from there to South America at a profit
whic! the commlittee said “ we are too slow or stupld to secure for our-
selves.” With the proper facilities these could evidently have
been proﬂded by for South American use more chmp n.nd the
South who is not abnormally fond of paying high pri
fully ap?reclates this fact. But he is helpless; he looks to this
and wealthy nation to take the steps n.ecexanr: to correct this absurd
condition to the advan and profit of bo

There have been public men who have ed the constitutional
authority of Congress to charter such a bank, but tlmt qugsuon is to-day
1o longer a rational one; only the most hide-boun bourbon could enter-
tain such an opinion in the face of the declslm of our highest court
from the days of Marshall down The resul ation of eonditions bearing
upon our forelgn commerce eg placed in the hands of Con-
gress by the Constitution ; it msy use such means as seem to it judiclous
and not otherwise rorbldﬁen to earry out that pu . The benefit to
the Nation is finally to be regarded as a detetm.ln.?l:mfne‘hw in settling
the question.

The CHAIRMAN. The time of the gentleman from Kentucky
has expired.

Mr. MONDELL. Mr. Chairman, I yield one hour to the gen-
tleman from Pennsylvania [Mr. TEMPLE].

Mr. TEMPLE. Mr. Chairman, the shipping bill now under
.discussion throughout the couniry may come before the House
at a time when debate will be limited, and action hurried by
caucus requirement. I venture, therefore, to take the opportu-
nity now to lay before the House certain considerations con-
cerning it which ought to have an influence in forming the
judgment of men who will have to vote on this important
measure. When a similar bill involving a transfer of belliger-
ent merchant ships to a neutral flag was before us on August 3
I spoke as follows:

Now, it seems to me that if this bill is gssed it will not create any
more vessels. We wlll have to buy, if we at all, elther vessels that
dx to some of these hellliger ents, in w ﬂnn of

t transfer will be raised, or we will bny vensels gﬁ
dtlzens or subjects of some neutral power. ey will ba jnst as
free from capture under any other flag as the)r wou!t{ under ours. If

we bny belligerent vessels, we gre hunting trouble. 'The neutral vessels
do not need to buy, because we can sﬁip our goods in them without

bu
w. i’t seems to me, with the definite announcement which has been
made here that this bill is intended to be an emergency bill to meet
the situation caused by the European war, the presumptlon of fmud in
the transfer of forelgn vessels to American registry woul bgms
‘bell.lzerent to be very great. Therefore the dangers that e !n
i&: me to be so great that I must vote against it.

Tc recapitulate : There are four ways in which the war is going to
interfere with our foreign commerce. Kirst, many merchant ships of
the belligerents will be called into the naval service of their respective
couutrles Second, those that continue in the merchant marine will

be subject to capture. Third neutral ships ca contraband will
be subject to capture. TFourth, blockades will ously interfere with
commerce bound to any of the countries engaged in the war.

We can not buy merchant ships of the class first menﬂoned tbe:r
will be in the navies. If we buy ships of the second class, w rg
trouble. It will he of mo use to buy remels the thlrd and fou
clas; because utrals almdy all the rights

ses, ne
would have with America.n regis’

Further, on August 28, when the marine war-risk insurance
measure was under discussion, the following colloguy occurred:

Mr. s-rmom. I have in my hand the report of that conference
(referring to the London conference of 190‘7}, to which our Govern-
ment was a party, which reads as follows:

“The transfer of an enem{ vessel to a neutral effected after the
outbreak of hostilities is wvold, uulen it is proved t such transfer
was not made in order to evade the consequenees to which an enemy

ship as such is
was vetoed by the English Government before it

Mr, UXDERWOOD.
ever was adopted.
Srarrorp. Our Government committed itself to thls Etmnctple
and the slsnam ry powers submitted this rule to others for
ance of the mmmt:lnna.l prize court that was to be established pur-
suant to the recommendations of the second Hague conference.
Mr. TEMPLE. The Italjx.n Government in its war with Turkey
%tedthisults policy, in spite of the fact that it had not been
ed ers, and Great Britain and France
nounced éey in£ d to act on the declaration of L-undon nlthough not
ratifi

And, again, on August 29, when the same bill was under dis-
cussion, I spoke as follows:

Now, it is a mistake to say that Great Britain vetoed that declara-
tion. Great Britain signed it and the British Cah-lnet ved it.

There is no ratification of a treaty in the Parliament, housr-,
in Great Britaln. Ratification is an executive act, acmr the
practice u! the British Government, and is done by the cn.hln.et. The
status of this declaration of London in British law 1s perhaps about
what the status of the Colombian treaty would be—the treaty that
promises $25,000,000 to Colombia—if it should be ratified the Sen-
ate and the House should fail to the appropriation of $25,000.-
000. That would be a treaty signed agreed to by the ratifying
power, but falling to go into operation, because the 1 tion neces-
sary to put it into operation ed to go through the

That Is the status of the London declaration in British law.
It was signed by the representatives of the British Government.
It was approved by the cabinet. The Government prepared a
bill to modify existing domestic law in England to bring it
into harmony with the declaration of London. That bill passed
the House of Commons, but failed in the House of Lords.

Mr. Chairman, before going into a discussion at length of
the provisions of the declaration of London a short narrative
showing the origin of the document would be in order. There
has long been a difference in the practice of the nations with
regard to a good many things covered by maritime law.” We
talk about international law, and international law is real. It
has been ordinarily observed by nations at war and at peace; but
with regard to maritime law there has been little uniformity, be-
canse there has been little agreement among the powers. - The
cases that come up—cases of contraband, whether absolute or
conditional ; cases involving the destination of conditional con-
traband ; cases involving blockade, whether involving a neuntral
ship or an enemy or one that sails under the flag of the captor—
all alike are tried in the court of the captor, and the courts of
the various countries have followed different rules. There has
been a general agreement as to the principles involved, but the
principles have been variously applied under rules adopted by
each power for its own courts. To meet that situation it was
proposed at the second Hague conference in 1907 that an inter-
national prize court of appeals should be established, to which
appeals might be taken from the decisions of the prize courts
of the various nations. A treaty was drawn up and signed by
the representatives of most of the powers at that conference.
Certain objections developed later, however,

When the question of ratifying the prize-court treaty came

up in this country there was objection upon the ground that we
ought not to submit decisions of the United States to review by
any court anywhere. This was to be an international prize
court of appeals. Appeals may be taken from our ordinary
prize courts—generally a United States district court acting as
a prize court—to the Supreme Court of the United States. We
were not willing to have the case appealed from the Supreme
Court, and thus subordinate it to any court established in any
part of the world.
Mr. YOUNG of North Dakota. Will the gentleman yield?
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Mr: TEMPLE. I will. 3

Mr. YOUNG of North Dakota. Will the gentleman state
whether a similar appeal is allowed, for instance, in the prize
courtg of Great Britain or France or Germany, to their higher
court?

Mr. TEMPLE. To their higher courts?

Mr. YOUNG of North Dakota. Yes. .

Mr. TEMPLE. Yes; the British naval prize act permits an
appeal to a higher court, and so does the law of most, if not all,
of the maritime powers.

Mr. MONTAGUE. Will the gentleman yield?

Mr. TEMPLE. 1 will

Mr. MONTAGUE. I had not the pleasure of hearing the gen-
tleman, but the subject upon which he is now talking is very
interesting and a far-reaching one. Could not the objection,
which touches our pride as respects an appeal from the United
States Supreme Court to the international court, be obviated by
permitting the appeal to go directly from the district court or
the circuit court of appeals to the international court rather
than through the medium of the Supreme Court?

Mr. TEMPLE. It was obviated in another way. The signa-
tory powers agreed to an additional protocol to the original
prize-court treaty which met the objection, and the treaty was
afterwards ratified by the Senate with the protocol as an original
part of the treaty. The protocol provided that powers which
are prevented by difficulties of a constitutional nature from ac-
cepting the treaty in its original form shall have the right to
declare in the instrument of ratification that recourse to the
international prize court can only be exercised against them in
the form of an action in damages for the injury caused by the
capture.

When the Senate advised the ratification of the treaty it
did so on the condition that such a declaration be made in the
instrument of ratification. It follows that a case settled by
the Supreme Court of the United States would not be reviewed
in the international prize court.

That was not the only objection, however, to the international
court of appeals. Great Britain objected to it on other grounds.
The seventh article of the treaty to establish the prize court
is as follows:

If the question of law to be decided is covered by a treaty in force
between the belligerent captor and a power which is itself, or whose
subject or citizen is a party to the proceedin the court is governed
by the provisions of the said treaty. In the absence of such provisions
the court shall ng ly the rules of international law., If no general
recognized rule ex the court shall give judgment in accordance with
the general principles of justice and equity.

The last provision, that in the absence of treaty regulations
and in the absence of recognized rule of international law
the court shall give judgment “in accordance with the general
principles of justice and equity,” was deemed by the British
authorities to be somewhat indefinite. “The general principles
of justice and equity.” That phrase might mean many things,
Great Britain, in order that there might be recognized rules for
an international prize court to follow, called a conference of
the powers, which met in London.

The call was sent to 10 of the more important maritime
powers of the world, including the six great powers of Europe—
Germany, Great Britain, Austria-Hungary, France, Russia, and
Italy—together with the United States, Japan, Spain, and Hol-
land. In sending out her invitation the English Government
declared “that it would be difficult, if not impossible, for His
Majesty's Government to carry the legislation necessary to give
effect to the treaty establishing the prize court “unless they
could assure both Houses of the British Parliament that some
more definite understanding had been reached as to the rule by
which the new tribunal should be governed.” I quote from the
call sent out by Great Britain to the maritime powers.

Mr. GARNER. Would it disturb the gentleman if I asked him
a question?

Mr. TEMPLE. Not in the least.

Mr. GARNER. If I understand the genfleman’s definition of
the condition of this treaty of which he has spoken and the

protocol, it was that you could go directly to this Hague tribunal
* and sue for damages?

Mr. TEMPLE. Yes.

Mr. GARNER. Suppose that in the meantime the Supreme
Court of the United States had held that the capture of a ship
was legal, and later on The Hague tribunal should hold that
the American Government was liable for damages. How would
you enforce the decision of The Hagune court, realizing that you
would have to come to the Congress of the United States for an
appropriation? Would not there be some difficulty in getting

this body to accept The Hague tribunal's decision as against our
own Supreme Court?

Mr. TEMPLE. The treaty obligation provides for a suit for
damages, and I imagine that a treaty that has been approved
by the Senate of the United States looking to this purpose
would have very considerable influence with the House of Itep-
resentatives. I do not know whether it would or not in the
case of the Colombia treaty, but I think, in connection with a
treaty of this kind there would be little deubt, if any, as to get-
ting this House to make the appropriation which such action
by the international court would require. But to continue with
the narrative. ¢ b

Mr. MONTAGUE. Would it disturb the gentleman if I asked
him a question in connection with the one just suggested by the
gentleman from Texas?

Mr. TEMPLE. Not at all.

Mr. MONTAGUE. Does the gentleman know of any adju-
dication by an international tribunal, whether it be an arbitra-
tion board or not, which has never been submitted and con-
formed to by the nation interested? Do I make myself clear?

Mr. TEMPLE. I do not know of any requirement that has
ever been imposed on any nation by a board of arbitration that
that nation has refused to meet.

Mr. MONTAGUE. I know the gentleman has studied mat-
ters of this sort and I wanted his opinion whether or not the
prospects of the peace of the world are not very hopeful, so far
as our past experince is conecerned, in that all arbitrations
heretofore rendered have been submitted to?

Mr. TEMPLE. The standard of honor among nations has
ordinarily been higher than the standard of honor among men
individually.

Mr. GARNER. Will the gentleman let me make a short
statement in that connection?

The CHAIRMAN. Does the gentleman from Pennsylvania
yield to the gentleman from Texas?

Mr. TEMPLE. Yes.

Mr. GARNER. Under our treaty-making power the Presi-
dent and the Senate of the United States negotiate and confirm
a treaty with a foreign nation. They even make treaties obli-
gating this Government to pay certain sums of money annually.
This House on three different occasions since I have been a
Member of it has refused to carry out the provisions of that
treaty by refusing to carry the appropriation. So the result
is that any treaty made by our Government which obligates
this Government to settle a financial transaction has got *o
come back to the House of Representatives, and the House of
Representatives, in the original instance, might not have con-
firmed the treaty.

Mr. TEMPLE. I am glad to have the gentleman’s statement.

Now, the powers accepted the invitation that had been ex-
tended by Great Britain to send representatives. Prof. George
Grafton Wilson, of Brown University, lecturer also at Harvard
University and at the Naval War College, and Admiral Stock-
ton were representatives from the United States, both of them
known and recognized far and wide for their familiarity with
questions of international law. The London declaration of 1909
was the result of that conference. Great Britain called the
conference for the purpose of determining what are the general
recognized principles of international law. I quote from the
call:

His Majesty's Government therefore z:mpoaa that another conference
should assemble during the autumn of the present year with the object
of arriving at an agreement as to what are the generally recognized
principles of internatiopnal law within the meaning of paragraph 2 of
article 7 of the draft convention, as to those matters wherein the prac-
tlce of nations has varied, and of then formulating the rules which, in
the absence of cial treaty provisions applicable to a particular case,
E]m,i scl?)::]rt should observe in dealing with appeals brought before it for

e .

Let me call attention to the distinction made in that call be-
tween rules on the one hand and generally recognized prineiples
on the other. It was for the purpose of arriving at an agree-
ment as to what are the generally recognized principles of inter-
national Iaw, and then for the further purpose of formulating
the rules which should interpret and apply those generally rec-
ognized principles.

Let me read also from the general report presented to the
naval conference on behalf of this draft committee. After
speaking of the work that had been done by the British Govern-
ment in preparation for the gathering of the conference, the
preparation of the so-called “ Red Book,” which contained the
views of the various nations, the draft committee says:

The conference could not but express its gratitude for this valuable
preparatory work, which was of great assistance to it. It made it
possible to observe, in the first place, that the divergences in the
practices and doctrines of the different countries were perhaps less
wide than was generally believed, that the essential ideas were often
the same in all countries, and that the methods of agpllcatjon alone
varied with traditions or prejudiees, with permanent or accidental
interests, It was therefore possible to extract a common element
which It could be agreed to recommend for uniform application.
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A common element existed in the divergent rules and practices
of the various nations, and the members of the conference be-
lieved that they had found universally recognized, or at least
generally recognized, principles of international law. The
declaration of London contains a preliminary provision, which
is as follows:

hat the rules contained in the fol-
lcw?l:::e !:: ;tt::g c%or:-v::;o:ig? ians?tff?st?n.ncte.twlth the generally recognized
principles of international law.

Now, what is the force of this declaration of London? It
was, of course, reported to the various nations by the representa-
tives of those nations, carrying the force of this almost authori-
tative opinion, that its chapters correspond, in substance, with
tke generally recognized principles of internationa! law. It
went to the Senate of the United States, and the Senate, acting
in accordance with its usual practice, advised the ratification
of the treaty by the requisite two-thirds vote on April 24, 1912,
That is, the Senate ratified the declaration of London just
exarctly as it ratifies any other treaty that ever goes into
effect. Formally ratification is an executive act. The Senate
has only power to advise and consent to the ratification. It did
in this casc what it does in all cases, and in common speech we
speak of the Senate as having ratified treatics. As a matter of
fact, no proclamation was ever issued by the executive power
of the United States, and ratifications have not been deposited
at The Hague as provided for in the treaty. Technically it
has not been ratified.

Mr. GARNER. Will the gentleman yield just there?

Mr. TEMPLE. Very willingly.

Mr. GARNER, If the President negotiates a treaty and the
Senate ratifies, and then the President never promulgates it, is it
gtill a treaty?

Mr. TEMPLE. No. I say it is not ratified.

Mr. GARNER. So the President finally has an opportunity
of withholding and nullifying a treaty after the Senate has
ratified it?

Mr. TEMPLE. Ordinarily the President sends to the Senate
only such treaties as he has already determined to ratify, if the
Senate advises the ratification. In this case peculiar circum-
stances arose which I have already referred to. The English
Government found that certain legislation was necessary to
amend existing British law, to bring it into harmony with the
new rules of the declaration of London. The bill so prepared
by the Cabinet was passed by the House of Commons and failed
to pass the House of Lords, so that the British Government
was not ready to exchange ratification. We were ready. We
were committed to it.

Mr. MADDEN. BSo that England is not committed to the
London convention at all? \

Mr. TEMPLE. Yes. England is committed to it very thor-
oughly, as I shall show later—not by an exchange of ratifica-
tions, however. Article 56 of the declaration of London is the
article that is of importance in connection with the proposed
legislation for the transfer of ships owned by subjects of bel-
ligerent powers to the flag of the United States. Article 56 is
as follows:

The transfer of an enemy vessel to a neutral flag, effected after the
ontbreax of hostilitles, is vold, unless it s proved that such transfer
was not made in order to evade conseguences to which an enemy wvessel
as such Is exposed.

Mr. MADDEN. 8o the burden of proof would be on the
neutral nation?

Mr. TEMPLE. Yes; the burden of proof would be on the
claimant, and not on the eaptor, in the prize court.

Now, the question arises as to whether this is in force. I
was asked a moment ago whether England was committed to
this treaty. I hold in my hand an order in council, dated at
the court at Buckingham Palace, on the 20th day of October,
1014, the essential part of which is as follows:

Whereas by an order in council dated the 20th day of August, 1914,
_ His Majesty was pleased to declare that during the present hostilities
the convention known as the declaration of London should, subject to
certain additions and modifications therein specified, be adopted and
put in force by His Majesty's Government,

And then, after other preliminaries:

o, iy B Malers 3,500, UL e pricn gt o pevy

1. During the present hostilities the provisions of the comvention
known as the declaration of London shall, subject to the exelusion of
the lists of contraband and noncontraband, and to the modifications here-
inarger set out, be adopted and put in force by His Majesty's Govern-
ment.

* I want to say that the exceptions and modifications have no
bearing whatever on article 56, which touches the transfer of
enemy vessels to a neutral flag. In the latter part of this

order—and I shall not take the time to read all of it—is the
fcllowing command :

The lords commissioners of His Majesty's treum, the llotl'dsicom.
8 principal sec-

missioners of the admiralty, and each of His Ma,

retaries of state, the president of the nJin'r.tha!:e, divorce, and admiralty
ce,

division of. :
Prize courta nd il goveraois, ofcers, S aathorities whom it tay
concern, are to give necessary directions hereln as to them ‘may
respectively appertain.

There is no doubt, then, that that paragraph of the declara-
tion of London which bears on the guestion of transferring
ships from a belligerent flag to a neutral flag is the law of the
British prize courts that will try the cases. Secretary Bryan,
in his letter to Senator StoxE, said, “ The declaration of Lon-
don is not in force.” That paragraph of it is in forece in British
prize courts, and they are the only courts that will have juris-
diction over cases of vessels captured by British warships.

Mr. MADDEN. Now, is there any appeal from those courts?

Mri: TEMPLE, There is no appeal to an international prize
con

Mr. MADDEN. That is what I mean.

Mr. TEMPLE. Because the treaty, like the London declara-
tion itself, failed of the final exchange of ratifications, so that
we are thrown back to the original basis. Each nation pro-
vides its own rules of contraband and its own rule: of prize
cases, just as they did before the declaration of London was
formulated at all. If they had the right to do that before,
then they will certainly exercise that right now.

n;el;;l MADDEN. And from the rule promulgated there is no
ap; 7 :

Mr. TEMPLE. No appeal, except to British courts.

Mr. MADDEN. Except the appeal to arms?

Mr. TEMPLE. Ob, it would be taken up for settlement by
diplomacy, and the dispute might be referred to the court of
arbitration at The Hague. What I wish to say is that the
declaration of London is undoubtedly British law, whether it
i8 recognized by the United States or not.

Now let me call your attention to the case of the Beniio
Estenger, which is recorded in volume 176 of United States Re-
ports. This was a Spanish vessel, transferred to the British
flag in June, 1898, captured by the United States steamer
Hornet and condemned by the United States Court for the
Southern District of Florida, sitting as a prize court. The ease
was carried by appeal to the Supreme Court of the United
States. Chief Justice Fuller wrote the opinion, in which, after
saying that the Benifo FHstenger “had complied with all the
requirements of the British law,” and had been transferred to
British registry, he nevertheless affirmed the decision of the
lower court. The vessel was sold and the money disposed of
according to the prize law of our Natlon then in force.

Mr. Beatty, the British subject who owned the vessel, had
appealed the case, had lost, and had no recourse. I refer to
that case not because it is on all fours with the case of the Dacia
or any other case that might hereafter arise, but to show just
one thing, that when the Beniio Estenger complied with all of
the requirements of British law that was not enough. We tried
the case in accordance with our law. And when vessels trans-
ferred to the American flag comply with all the requirements of
American law the British courts will try them in accordance
with British law, and if we object they will cite the case of the
Benito Estenger and many other cases. What we could do to
them and that which we did to them without protest from them
they will certainly claim the right of doing to us.

The declaration of London has been put in force not only by
England but also by France, Russia, and Italy. Furthermore,
Italy put it in forece in the late war between Italy and Turkey,
and article 47 of the declaration was tested in a peculiarly
searching way.

I read from Oppenheim’s International Law, volume 2, page
530 :

According to the British and American practice, as well as that of
some other Btates, which has hitherto prevalled, whenever a neutral
vessel was stopped for carrying persons or dispatches for the enemy
these could not be selzed onless the vessel were seized at the same
time. The release in 1861, during the American Civil War, of Messrs.
Mason and Slidell, who had been forcib! taken off the Trent, while the
shrlr.l-: herself was allowed to continue her wvoyage, was based b
United States on the fact that the seizure of these men without the
seizure of the vessel was fllegal. 8ince, aceording to the declaration
of London, a neutral vessel rendering unneutral service of any kind
is liable to be confiseated, it Is evident that In such a cagse the enemy
persons and dispatches concerned may not be taken off the vessel unless
the herself is selzed and brought into a port of a prize court.
However, article 47 gzovl.des that any member oIlJ! the armed forces of
the enemy found on board a neutral merchant vessel may be taken off
and made a prisoner of war, although there may be no ground for the
capture of the vessel.

And in a note on page 531, as follows: -

Accordingly, in Januvary, 1912, during the Turco-Itallam War, the
Italian gunboat Velturno, after having overhauled in the Red Sea the
British steamer Africa going from Hodeida to Aden, took off and made

risoners of war Col. Riza Bey and 11 other Turkish officers. Although
Eha declaration of London is not yet ratificd by Great Britain, she did
not protest.

She submitted to it without a protest, though she had not
ratified the declaration.
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Now, I want to say again, as I said -on August 29, 1914, that
it is the practice of nations that determines what international
law is, and no legislative authority. I said then:

Italy in her recent war with Turkey put that declaration of London
into operation in spite of the fact that it is not international law,
France and Great Hritain have both announced their intention to put
it into operation, in spite of the fact that ratifications have not been
exchaniged. That which is the practice of the nations becomes interna-
tional law. There is no other test of international law than the prac-
tice of the nations. - International law is not enacted. When we want
to know what it is we study the practice of the nations, and when a
maritime power like Great Britain and another like France and another
like Imlf put this into practice, and we ourselves have committed
this Natlon to it by si g it, by ratifying it In the Benate, as we
have done, we, too, are committed to it. *he only reason that it is not
the law of the Unfted States is because ratifications have not yet been
exchanged, The Senate has acted on it finally. This Is as nearly
international law as anything can be that is not sanctioned and made
certain by long practice,

I have just one other point that I wish to make, and I think
it is a very important one.
between this country and Great Britain in regard to the seizure
of some vessel transferred to the American flag from a belliger-
ent flag, and we should succeed in taking it to the international
tribunal at The Hague—the permanent court of arbitration at
The Hague. What would be the decision of that court? In
answer to that I refer you to the case of the French mail
steamer Manouba.

In the note (Oppenheim, vol. 2, p. 531) is the following
statement :

The case of the Manouba ought likewise to be mentioned here.
This French steamer, which plies between Marsellle and Tunis, was
stopped on January 16, 1912, by an_ Italian cruiser in the Mediter-
ranean and 29 Turkish &nmngers. who were supposed to be Turkish
officers on their way to the theater of war, were forcibly taken off and
made prisoners. On the protest of France the captives were handed
over to her in order to ascertain whether they were members of the
Turkish forces, and it was agreed between the parties that the case
should be settled by an arbitral award of the permanent court of arbi-
tration at The ‘Haque; Italy asserting that she had only acted In ac-
cordance with article 47 of the declaration of London.

Neither Italy nor France had ratified the London declaration.
Neither of them had at that time issued any proclamation
putting it into effect.

The two nations agreed to leave that case to the international
tribunal at The Hague. I have in my hand here the award of
the international tribunal at The Hague in this case, rendered
May 6, 19013. Anybody who wishes to refer to this will find
it in the American Journal of International Law for July, 1913,
beginning on page 629. Without reading it at length, I read
these sentences:

Consldering that the Itallan naval authoritles had, at the time of
the capture of the Manouba, sufficlent reason to belleve that the Otto-
man passengers who were on board were, some of them at least, sol-
diers enlisted in the enemy’s army;

That, co unently, these authorities had the right to compel the
surrender of these passengers to them—

After an omission—

__ For these reasons the arbitral tribunal declares and pronounces as
follows— :

And the fourth paragraph of its pronouncement is this:

When once the Manouba was captured and taken to Cagllari, the
Italinn naval authorities were, in general and accordhg to the special
circumstances under which the act was committed, within their rights
in proceeding, as they did, to the arrest of the 20 Ottoman passengers
who were on board.

There was a case of a dispute between a neuntral that had not
ratified the declaration of London and a belligerent that was
carrying it into effect, which dispute was carried to the Inter-
national Tribunal of Arbitration at The Hague, and the inter-
national tribunal sustained the belligerent that was enforcing
the declaration of London. We should avoid any controversy
of that kind with any power. [Applause.]

Mr. THOMSON of Illinois. In that case neither the bel-
ligerent nor the neutral had ratified the declaration of London?

Mr. TEMPLE. - Neither the belligerent nor the neutral had
ratified it, just as neither Great Britain nor the United States
has ratified it; but the belligerent was putting it in force, just
as Great Britain is now putting it in force.

Mr. BOOHER. Will the gentleman yield for a question?

Mr. TEMPLE. Certainly.

Mr. BOOHER. The two nations got that case before The
Hague tribunal by agreement, did they not?

Mr. TEMPLE. That was the only way they could get it

there.
Mr. BOOHER. If the United States and England should

have trouble, unless they agreed to submit it to The Hague
tribunal, it could not go there at all.

Mr. TEMPLE. We would either agree to arbitrate or prob-
ably fight it out.

Mr. BOOHER. It could not go to The Hague tribunal with-
out an agreement of the parties?

Suppose a dispute should arise

Mr. TEMPLE. Never. There is nothing compulsory about
it. There is no compulsory arbitration. '

Mr. BOOHER. If the convention had been ratified, as it
has been ratified by the United States and Great Britain, it
wotl.‘l?ld go to The Hague tribunal without agreement, would it
no

Mr. TEMPLE. Not if we chose to violate our treaty, which
provides for arbitration.
thMrz.?BOOIIER. Does it not provide that such a case shall go

e :

Mr. TEMPLE. This London declaration makes no provision
of that kind.

Mr. BOOHER. It would go to The Hague without any
further agreement, would it not?

Mr., TEMPLE. Irrespective of the London declaration, we
have now a general treaty.of arbitration. Now, if we choose
to disregard that treaty, there is no power that can send us to
The Hague. I do not think we would choose to disregard it.

Mr. BOOHER. Then the London declaration does not make
any difference about the right of either or both nations to go
to The Hague, does it?

Mr. TEMPLE. Not at all. The London declaration does not
affect the question of arbitration, The question is whether it
is the law that the court will enforce after arbitration has been
agreed to. We have general treaties of arbitration. Our ques-
tion is, What law would The Hague tribunal enforce if we
kept our treaty and went there with an arbitral dispute?

Mr. BOOHER. The tribunal would not enforce a law that
this Government has never ratified, would it?

Mr. TEMPLE. That is the point I am making. The tribunal
did enforce it in a dispute between France and Italy.

Mr., BOOHER. But they both agreed to go there on that
issue, did they not?

Mr. TEMPLE. They agreed to go there on that issue; but,
as I understand it, they did not agree as to what the law was
before they went there, If they had agreed as to the law un-
der which it was to be determined, the dispute could have been
settled without any arbitration.

Mr. BOOHER. But suppose, now, that one nation or the
other had not agreed to go there and submit to the London
declaration, would The Hague tribunal have enforced the Lon-
don declaration?

Mr. TEMPLE. Italy claimed that she was acting under the
London declaration, and, as I understand the contention, France
claimed that she had no right to act under the London declara-
tion, and they submitted that dispute to the arbitral tribunal at
The Hague.

Mr. BOOHER. I am very much interested in the gentleman's
argument, and I want to get a little light. Suppose France
had refused to submit that question to The Hague convention;
could The Hague convention have decided it?

Mr. TEMPLE. Not at all. Italy and France would have
had war.

Mr. BOOHER. I am trying to get your idea whether the
nations that have not signed that convention would have to
agree to submit to The Hague convention the question whether
or not the London declaration was binding.

Mr. TEMPLE. I think I catch the gentleman’s point. Once
in a while an agreement is made in the treaty itself as to the
prineciples that are to determine a dispute, and those principles
are set forth at length. Such was the case in the Alabama dis-
pute between the United States and Great Britain after the
Civil War. In the treaty of Washington of 1871 three prin-
ciples were set forth which we claimed were international law
and Great Britain claimed were not international law; and in
order to settle the dispute Great Britain agreed that the court
of arbitration should act as if these principles were interna-
tional law. That is possible.

Mr. BOOHER. My point is that if Great Britain had not
agreed to that they could not have settled that propositio;
and bound Great Britain. '

Mr. TEMPLE. They would have been likely to have had war.

Mr. BOOHER. The gentleman does not guite answer my
question; they could not have bound Great Britain.

Mr. TEMPLE. There is no international sheriff to drag the
parties into court.

Mr. BOOHER. It would not be necessary; my question does
not ask whether its judgment could be enforced, but could
The Hague tribunal have decided it?

Mr. TEMPLE. When a question of what is the law is left to
a tribunal, that tribunal decides what is the law.

Mr. THOMSON of Illinois. Will the gentleman yield?

Mr. TEMPLE. I will : .

Mr. THOMSON of Illinois. In view of the case the gentle-
man has referred to, and the decision by the international
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court, is it not true that if such legislation as is involved in
the pending ship bill should be enacted and such a situation
should arise as to the facts in that case disclosed, it would mean
that the United States would be obliged to choose between the
submission of the issues of that case to the tribunal at The
Hague, which would doubtless decide as it did in the case the
gentleman mentions, or go to war?

Mr. TEMPLE. There might be a third alternative; it might
be settled by diplomacy. Many cases are settled by diplomacy.

Mr. THOMSON of Illinois. By our Government giving up?

Mr. TEMPLE. By somebody's yielding something.

Mr. PLATT. Might not the ship be taken into a French port
and we have to submit to the old French law, which is much
more severe than the declaration of London? :

Mr. TEMPLE. Yes; the old French law is much more severe
than the declaration of London. Under the old French law the
transfer of a vessel from a belligerent flag to a neutral is for-
bidden, unless the claimant can show that when he bought the
vessel he did not know there was a war going on, which would
be difficult under the present conditions. Most people know
that there is a war going on. The French law would be much
more severe than the declaration of London, and I am inclined
to think that the international court of arbitration will follow
its own qudersmnding.

Mr. LENROOT. The gentleman says “the French law”; is
it not true that France is following the declaration of London?

Mr. TEMPLE. It is now; but if we convinced France that
she ought not to put the declaration into effect, it would be her
lavgi, and not English law and not ours that would be our alter-
native. }

Mr, MADDEN. They would try it under their own law and
not under ours.

Mr. TEMPLE. Certainly.

Mr. GOODWIN of Arkansas. If the gentleman will yield, I
have just come in, and therefore have not heard all that the
gentleman has said. Does the gentleman have reference to the
declaration of Paris?

Mr. TEMPLE. By no means. I am glad that the gentleman
has mentioned the declaration of Paris, for I have some little
time left and I want to show that unanimous consent is not nec-
essary to the adoption of international law. The declaration of
Paris in 1856 provided among other things that privateering is
abolished. The other provisions of that declaration were: The
neutral flag covers enemy’s goods; neutral goods, contraband of
war excepted, are not llable to capture under the enemy's flag;
and that a blockade to be binding must be effective. But the
first and most important thing is that privateering is ahplished.
The United States did not agree to that. It most decidedly dis-
sented. President Pierce in his message of December 4, 1854,
said that the bare statement of the condition in which the
United States would be placed, after having surrendered the
right to resort to privateers, in the event of a war with a bel-
ligerent of naval supremacy, will show that this Government
could never listen to such a proposition.

So Secretary Marcy wrote, July 28, 1856, to Count Sartinges,
French minister, replying to the invitation to adhere to the
declaration of Paris:

The policy of the United States has ever been, and never more than
now, adverse to such establishments, and they can never be brought to
acquiesce in any change in international law which may render it nec-
essary for them to maintain a powerful Navy or a large Regular Army
in time of peace. If forced to vindicate their right by arms, they are
content, in the present aspect of imternational relatioms, to rely, In
military operations on land, mainly upon volunteer troops, and for the
protection of commerce in no inconsiderable degree upon their mer-
eantile marine.

I should like to read what Oppenheim says about the declara-
tion of Paris. Speaking of the declaration of Paris, Oppenheim,
volume 2, page 220, says:

Since, with the exception of a few States, such as the United States
of America, Colombia, Venezuela, Bolivia, and Uruguay, all members
of the tamﬂy of nations, are now parties fo the declnmgon of Parls, it
may well be maintained that the rules quoted are general international
law, the more so as the nunsi%natory powers have hitherto in practice
always acted In accordance with those rules.

We never agreed not to use privateers; but in the fierce strug-
gle between the North and the South we did not use them, and
we did not use them in the Spanish War. Why? We acqui-
esced in the declaration of Paris, although we never signed it.
It is recognized as international law, our signature lacking
nevertheless,

Also, let me mention one other thing which is of great general
interest now. and which has become practically international
law, to which the United States never agreed. Dumdum bul-
lets were forbidden in the treaty adopted at The Hague confer-
ence, but some of the powers refused to sign the agreement not
to use them. j

As-Great Britain had introduced bullets manufactured at the
Indian arsenal at Dumdum, near Calcutta, the hard jacket
of which did not quite cover the core, and which therefore easily
expanded and flattened in the human body, the first Hague Peace
Conference adopted a declaration, signed on July 29, 1899, by
15 powers, namely, Belgium, Denmark, Spain, Mexico, France,
Greece, Montenegro, Holland, Persia, Roumania, Russia, Siam,
Sweden and Norway, Turkey, and Bulgaria, stipulating that
the contracting powers should abstain, in ease of war between
two or more of them, from the use of bullets which expand or
flatten easily in the human body, such as bullets with hard
envelopes which do not entirely cover the core or are plerced
with incisions. Austria-Hungary, China, Germany, Italy, Nica-
ragua, Portugal, Japan, Luxemburg, Servia, Switzerland, and
Great Britain acceded later.

The United States has never signed that treaty. Does any-
body suppose that we would refuse to recognize that there is a
general law, a general sentiment also, against the use of dum-
dum bullets? Unanimous consent is not required. The world
almost, the great maritime powers certainly, have given adher-
ence to the declaration of London. We have not. Whether it
is law or not is one guestion. - Whether we will be practically
bound by the almost universal sentiment behind it is another
question. It is dangerous to run into the face of the public
opinion of the world on such points. [Applause.]

Mr. ROGERS. Mr. Chairman, will the gentleman yield?

Mr. TEMPLE. Yes.

Mr. ROGERS. Is not the distinction in the cases the gen-
tleman states rather that the nations which do not expressly
ratify these agreements tacitly ratify them?

Mr. TEMPLE. I read from 'the President’s message and
from the correspondence of the Secretary of State who were in

.office in 1856 the emphatic refusal of the United States to

recognize these things.

Mr. ROGERS. But there is a tacit agreement among the
nations as to dumdum bullets, for example, I suppose, and the
acquiescence is there, even though it has not taken the form of
aflirmative legislation or approval.

Mr. TEMPLE. Tacit acquiescence after a refusal to sign is
what I am pointing out. I think there will be a tacit acquies-
eence in the declaration of London.

Mr. GOODWIN of Arkansas. We refused to accede to the
declaration of Paris for the reason that we had no fleet of any
moment but had a considerable fieet of merchantmen. '

Mr. TEMPLE. We would not accede to it.

Mr. GOODWIN of Arkansas. I say we could not accede to it,
and we have not in a formal way, but possibly taeitly will ad-
here to the declaration of London. How many nations were
signatories to the declaration of London?

Mr. TEMPLE. The declaration of London was signed by 10
powers, and only 10 were represented at the conference.

Mr. GOODWIN of Arkansas. I was trying to reconcile our
attitude with reference to a failure to accede to the declaration
of Paris as well as the declaration of London.

Mr. TEMPLE. The point I was attempting to make was
this, that a unanimous-consent agreement is not necessary to
the actual existence of infernational law. We did not agree to
the abolishing of privateering, yet it has been abolished. We
did not agree not to use dumdum bullets, yet the world recog-
nizes that there is a law against it. My hope is that this long
advance in international maritime law, marked by the declara-
tion of London, will not be hindered by the United States. It
is a long step toward uniformity of practice and away from the
old condition of things when every nation had its own law, and
there was always friction. The United States is committed to
it. It was signed by our delegates. Its ratification was advised
by the requisite two-thirds vote of the Senate. We stood rea
to exchange ratifications at the outbreak of this war. We ad-
vised it be made at least temporary law, and though Great Brit-
ain put it into effect, with certain modifications, we drew back
entirely. And Mr. Bryan says it is not in force, when the King
of England, in the order in council which I read to you, says it
is in force in the only courts that will try prizes captured by
vessels of the British Navy. We have no appeal from British
courts, save an appeal that I am sure we would be horrified to
make. We should rather avoid the entrance to a quarrel, espe-
cially when our cause at best would be doubtful and in opposi-
tion to the public sentiment of the nations and of our own
people.

Mr. GILLETT. Mr. Chairman, I yield 20 minutes to the gen-
tleman from Michigan [Mr. J. M. C. SmiTH].

Mr. J. M. C. SMITH. Mr. Chairman and gentlemen of the
House, by way of preface, I wish to say that when two or more
nations go to war it does not necessitate that any neuntral na-
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tion: shall quit or abandon its commerce; I wish to say, fur-
ther, that we commit no unneutral act by permitting munitions
of war to be shipped from any port of the United States or of
its Territories. I wish to say, further, that after our expe-
rience in. Mexico, I think we are as safe in the hands of this
administration as we have been in any recent administration,
as far as war is concerned. Besides, the administration is
equipped and surrounded by high legal talent and experienced
Army officers and high Naval admirals. The definition of every
dictionary includes foodstuffs in the word ““munitions.”

Mr. Chairman, I ask the indulgence of the House to spealk for
a few minutes on the subject of neutrality. I am in reeeipt of
many letters and petitions requesting me to support and vote
for House joint resolution 377, and am now in possession of a
large petition, signed generally by the merchants and leading
business men of my home town, favoring such resolution.

This reselution is to prohibit the export of arms, ammunition,

and munitions of war. The petitions: and letters ask me to

work actively and vote for it so as to enaet it into law during
this session: of Congress. They are all of similar purport, and
many are of similar wording. No doubt other Members are
daily in receipt of like requests.

I have filed the petitions here in the House and had them re-
ferred to the Committee on Foreign Affairs, before which the
resolution is now pending.

I herewith wish to testify to the intelligence and high char-
acter of the signers and their lofty citizenship as being unex-
celled. Many are among my warmest personal friends and
neighbors, and all are in every way entitled to my highest con-
sideration.

The resolution is as follows:

House joint resolutiom 37T.

Resolved by thie Senate and House of cgentatives of the United
States of America in Congress assembled, t the President is hereb
suthork An on, to prohibit the export of arms, ammuni-
tion, and munitions of war of every kind (whether whole or in parts to

Y assembl m the tory or any  sea of the United
guh}:::e :ntll otlreres-}seg?rdwed bt}?trk}s gﬁﬂdemt’or b:‘rmcﬁm

This resolution covers nearly everything that can be used to
aid or further the prosecution of a war. Munitions of war in-
clude foodstuffs, clothing, automobiles of all sorts, horses,
mules, wagons, sleighs, harness, saddlery, cotton, wool, and
products of field and facfory, when suitable and intended’ for
army purposes, as well as armament, shot, and shell.

Our Nation is not in the shipping business, and does not sell,
ship, or transport munitions of war directly to any other nation
either at peace or at war, and so we are dealing with individual
rights. The sale and shipment of these products are by indl-
viduals, and when publication is made that 1,000,000 bushels of
wheat, 2,000,000 pairs of shoes, $10,000,000 worth of harness and
saddlery, 40,000 Ford automobiles, 200 Duplex war trucks, or
50,000 bales of cotton are seld for shipment to England, Ger-
many, France, Belgium, Russia, or any otlier eountry, it means
simply that such an order for these goods has been taken by
some Ameriean manufacturer or purchaser for delivery at the
factory or maybe to an American port, and then it is up to the
purchaser to make his shipment and fake the risk of delivery on
his own account at the foreign port

MUNITIONS OF WAR.

By the law of nations a neuntral nation has the right to carry
on its commerce in all trades without liability of forfeiture in
goods and products not declared to be contraband, and by com-
mon consent noncontraband is permitted to be shipped unre-
siricted in a neutral vessel, while in the shipment of wheat,
Hhorses, automobiles; firearms, and so forth, the owner takes the
risk of eapture and loss of property.

We find the balance of trade in our favor has increased from
$16,000,000 for the month of September to nearly $132,000,000
for. the month of December, 1914, and quite all of the produets
of this trade can be used in and for ecarrying on war.

It is as necessary to have food products and clothing, shoes,
blankets, and vehicles to proseeute and carry on & war as it is
to have armament, rifles; and shells, so that if the export of the
munitions of war of every kind are to be prohibited,. such: prohi-
hition will be very far-reaching, and not enly will our exports
be quite extinguished Dut our manufacturing greatly affected,
the sale of farm products reduced, and our foreign trade virtu-
ally come to a standstill,

Mr. YOUNG of North Dakota. Will the gentleman yield?

Mpr. J. M. C. SMITH. T will

Mr. YOUNG of North Dakota. If the gentleman's resolution
were or modified in such a way as to cover only the

exportation of guns, bullets; munitions: of war, would: the gen-
tleman suppert it under those conditions?

Mr. J. M. C. SMITH. Well, I will get to that a little later
on; but that is not the resolution I was asked to work for and
have passed this sessfon. I am talking about the resolution’
which these papers and my people have asked me to support and
work for and endeavor to have passed. I would say to the
gentleman I would hesitate before I would vote against a
resolution to prohibit the export of powder and bullets to kill
people with, but I would not want to say I would vote for a
resolution prohibiting export of munitions of war broadly.

Mr. YOUNG of North Dakota. Has the gentleman considered
the question of the morality of the proeeeding?

Mr. J. M. C. SMITH. That is different.

Mr. YOUNG of North Dakota. I understand now the gentle-
man is discussing the legal proposition:

Mr: J. M. C. SMITH. I have thought of that, but I am not
basing this argument upon sympathy or upon the question of
preference. I am basing it upon the law; and if we are going
outside’ of this, as a moral question, why, of course, that might
lead to my telling what particular faith I believe in. But that
is not the guestion which we are dealing with. This is an in-
ternational guestion. Now, if the gentleman will allow me to
proceed.

The resolution makes no exception and seeks to prohibit our
shipments to Italy, Holland, Spain, South Ameriea, China, and
to all neutral countries,

The resolution further provides that it shall be discretionary
with the President whether or not and when to prohibit such ship-
ments. If it is wrong or unlawful to permit shipments of eon-
traband or munitions of war, there should be no diseretion about
it. It ought not to be done.

But, Mr. Chairman, by the law of the very nations now at
{;:{é;nd by settled custom, this right is firmly and legally estab-

I doubt not that the President has the right now to place an
embargo upon the shipment of war material eut of the United
States. The President placed an embargo not long ago upon the
shipment of arms into Mexico from the United States, although
he subsequently permitted it.

Not long since a German vessel loaded with rifles: and ammuni-
tion sailed for Vera Cruz, a Mexican seapert, and the President
promptly sent our Army and fleet to that port, captured the city
in battle, and prevented the unloading of the ship's eargo there;
but the unloading took place at an adjacent port near Tampico.
I the President liad the authority then to say when firearms
ansl ammunitionn might be transported into Mexico from the
United States, or shounld not be shipped into Mexico, from
Gem?mny or any foreign nation, why has lhe not the discretion
now

But, Mr. Chairman, I do not want to say that we sent our
Army and fleet to Mexico for' the sole purpose of preventing
that German ship from unloading 500.000 firearms and millions
of rounds of ammunition, or whatever the number may have
been, because I have such faith in the effectiveness of our Army
and Navy, even if there is only 1 of the 59 submarines belong-
ing to our Navy fit for service, and even if many of our bat-
tleships or dreadnaughts are not fit for first-line duty, and even
if the size of our standing Army only equals the population of
Grand Rapids; Mich., and a part of that Army is now in for-
eign lands, as to believe that we could have prevented that Ger-
man ship from unloading the arms and ammunition if that
had been the sole purpose; although I might be in a little doubt
about our now being prepared to lick the whole world, as one
might think we are from some of the hurrahs heard nowadays
here on the floor of this Chamber.

We took Vera Cruz all right one day, with the loss of 17 of our
brave boys and T0 wounded of the flower of our country. We
held it a sufficient time, and then went away. When we left
a considerable treasure followed us—only a million or so, but
@ considerable amount of money, we are credibly informed.

A majority of the Members are learned in the Iaw and know
that we ought not to break into a man’s house or into his coun-
try or into his city and take away the property of another.
When I was a child I was taught the Ten Commandments,
Later I attended church on Sunday and enjoyed the sermons
then as I do now. I remember some of the commandments yet—
one about taking that which did not belong to me, and the one
about killing. I wish that the rulers, crowned heads; and other
potentates of Europe would keep all the commandments, I
always enjoyed the sermon when the preacher would tell about
the coming of the Prince of Peace, of Emmanuel, and also about
beating: the swords into plowshares and the spears into pruning
hooks. God speed the day! But until that time we must as a
nation: work out our own destiny. I am for peace. I want to
be one of the last to favor war. It seems we ought to get along
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without war in this enlightened age and generation. But, my
friends, the Golden Age has not yet come—

When the war drum throbs no longer, and the battle flag is furled

In the parliament of man, the federation of the world;

There the common sense of most shall hold a fretful realm in awe,

And the kindly earth shall slumber, wrapped in universal law.

To-day a majority of the most civilized nations of the earth
are in brutal and unnecessary war. By this war not only the
boundary of nations will be changed, but the struggle involves
their very existence. The times call for clear-headed, patriotic
statesmanship as much as they ever did in the history of our
Republic. What is our duty? We as a nation have our rights.
Those rights are of greater importance to us than the rights of
any foreign nation. Among our rights are the rights of life,
liberty, and the pursuit of happiness. We do not want them
invaded. We must know the right, and “ knowing it, dare main-
ain,”
f NEUTRALITY.

President Pierce in his third annual message to the Thirty-
fourth Congress in 1855 defined our rights as a neutral nation
to carry on our commerce when he said:

The laws of the United States do not forbid their citizens to sell to
other of the belligerent Eowers articles of contraband of war or to take
munitions of war or soldiery on board their private ships for transpor-
tation, and aIthoth in doing so the individual exposes his person or
property to some of the hazards of war, his acts do not involve a breach
of the national neutrality nor of themselves implicate the Government.

This was six years before the Civil War, and that principle
of international practice was incorporated in article 7 of the
Hague convention, October 18, 1907, which provides:

A neutral power is not called upon to prevent the export or transport
on behalf of one or other of the I?elligerents of arms, munitions of war,
or, in general, of anything which can be of use to an army or a fleet.

This convention was attended by the representation of the
German Empire and signed by its delegates.

As a Nation we are friends of both sides of the contending
nations of Europe. We are nowise responsible for the war. By
electing to go to war these nations have fixed their status as
that of belligerents, and their rights are determined by the
rights of warfare. If this gives an advantage to either side,
we are not responsible for it, and as a neutral Nation we can not
change it.

By remaining neutral our status is fixed by the laws and
customs of war and international agreements. Chief among
the rights of the citizens of a neutral nation is the right to
carry on commerce in all its branches, subject to the chances
of seizure and forfeiture in case the merchandise is contraband,
but with the utmost freedom in case the products are noncon-
traband. As neutrals we must treat all the belligerents alike,
allowing to each side the same privileges, and not give a right
to one side which we do not accord to the other. If to prohibit
shipments would deny one side an advantage which rightfully
belongs to it, or give to the other side rights to which it is not
entitled as a belligerent, we should be very circumspect before
enacting such a law and be careful that we do not commit a
nonneutral act.

During the Franco-German War there was correspondence
between the Prussian diplomatic representation in London and
at Washington and the British and United States foreign secre-
taries concerning shipment of arms and ammunition to French
armies, in which the Prussian Government contended that it
was incompatible with strict neutrality that French agents
should be permitted to buy up in the neutral country, under
the eyes and cognizance of the neutral Government, many thou-
sand breechloaders, revolvers, and pistols, with the requisite
ammunition, in order to arm therewith the French people and
make the formative of fresh army corps possible after the regu-
lar armies of France had been defeated.

Nothing, however, was done to prevent the shipment of these
supplies, and the United States claimed entire liberty for the
traffic in guestion.

OUR STATUS DEFINED,

Very recently, on January 8, 1915, Mr. Bryan, as Secretary
of State, in a communication (8. Doc. No. 716) covering this
subject to Senator SToNE, defined, among other things, our rights
and status as a neutral Nation, and I call your attention to two
paragraphs of that letter. Answering the statement that the
United States has not interfered with the sale to Great Britain
and her allies of arms, ammunition, horses, uniforms, and other
munitions of war, although such sales prolong the conflict, the
Secretary says:

There is no ?ower in the Executive to prevent the sale of ammuni-
tion to the belligerents.

The duty of a neutral to restrict trade in munitions of war has never
heen Imposed by international law or by municipal statute. It has
never been the policy of this Government to prevent the shipment of
arms or ammunition into belligerent territory, except in the case of

n:ﬁhbﬂﬂng American Republics, and then only when eivil stri.tamﬁre-
vailed, Even to this extent the belligerents in the present conflict,

when they were neutrals, have never, so far as the records disclose,
limited the sale of munitions of war. It is only necessary to point to
the enormous quantities of arms and ammunition furnished by manu-
facturers in Germany to the belligerents in the Russo-Japanese war
and in the recent Balkan wars to establish the general recognition of
the propriety of the trade by a neutral nation.

It may be added that on the 15th of December last the German
ambassador, by direction of his Government, presented a copy of a
memorandum of the Imperial German Government which, among other
things, set forth the attitude of that Government toward trafic in
contraband of war by ecltizens of neutral countries. The Imperial
Government stated that * under the general principles of international
law, no exception can be taken to neutral States letting war material
Eo to Germany's enemies from or through meutral territory,” and that
he adversaries of Germany in the present war are, in the opinion of
the Imperial Government, authorized to *“draw on the United States
contraband of war and especlally arms worth billions of marks"
These principles, as the ambassador stated, have Dbeen acceptcda;hg
the United tes Government in the statement issued by the De
ment of State on October 15 last, entitled * Neutrality and trade in
contraband.” A g in conformity with the rproposl ons there set
forth, the United States has itself taken no part in contraband traffic
and ﬁaa. 8o far as possible, lent its influence toward equal treatmen
for all belligerents in the matter of purchasing arms and ammunition of
private persons in the United States,

Answering the statement of general unfriendly attitude of the
Government toward Germany and Austria, the Secretary says:
If any Amerlcan citizens, partisans of Germany and Austria-Hungary,
feel that this administration is acting in a way injurious to the cause
of those countries, this feellng results from the fact that on the high
seas the German and Austro-Hungarian naval power is thus far Er
ferlor to the British, It is the business of a belligerent operating on
the high seas, pot the duty of a neutral, to prevent contraband from
reaching an enem{. Those in this country who sgmpathize with Ger-
many and Austria-Hungary appear to assume that some obligation
rests upon this Government in the performance of its mneutral duty
to prevent all trade in contraband, and thus to equalize the difference
due to the relative nayal strength of the belligerents. No such obliga-
tion exists; it would be an unneutral act, an act of partiality on the
Ert of this Government to adopt such a polley if the Executive had
e power to do so. If Ger and Austria-Hungary can not im&wrt
contraband from this country, it is not, because of that fact, the duty
of the United States to close its markets to the allies. The markets
of this country are open u‘qon equal terms to all the world, to every
nation, bel ent or neutral.
The foregoing categorical regllea to specific complaints is sofficient
sﬁnswer to the charge of unfriendliness to Germany and Austria-
ungary.
I am, my dear Senator,
ery sincerely, yours,
Hon. WiLLiaM J. BTONE,
Chairman Committee on Foreign Relations
United States Senate, Was‘hmgton, D. 0.

WAR,

I am for peace all the time, and would only consent to declare
war when justice demands it and the right is absolutely ungues-
tioned. I am not for peace at any price, else there would have
been no War of Independence, and we would be a dependency
of England and not enjoying our independence to-day ; else there
would not have been the War of the Rebellion, and we would
be two nations on this continent to-day instead of one.

When the right to arbitrate all questions of national dispute
comes up, and the Monroe doctrine is submitted, it may sur-
render Mexico to colonization by other nations. If the Chinese
or Japanese question comes up for arbitration at The Hague, the
sun will not shed such radiant hues on the Golden Gate, and
much of the attraction will have flown from the splendid domain
of our beautiful Pacific coast.

Neither would I for one want to submit the right of a foreign
nation to have a coaling station in Mexico or Cuba or in the
Central American States.

I am not in favor of submitting all questions to arbitration
as a national policy. Neither do I think that preparedness leads
to war. We were not prepared in 1860 for the war so nobly
fought and won by the boys in blue, but it came.

We were prepared for war when we told Maximilian to get
his French Army and himself out of Mexico immediately after
that war, and no war came.

ARMY AND NAVY.

Our national wealth is $150,000,000,000, double that of any
other. Our Navy ranks third, and 14 nations of the world
have a larger standing army than we have.

The following table showing the peace strength of nations
having a larger standing army than the United States; is found
in the World Almanae, 1915, page 420:

W. J. BryaN,

Germany. 870, 000
France ——== _ TB3,4908
e 140 0
ustria-Hungary. - 35, 12
taly 306, 000
Great Britain . _______________ 262, 296
Japan 217,032
Spain RIS 140, 673
i e T 1 e NN SRR e ik 103, 460
s P T S SR R A A s B e s R SR S BRI 143, 220
Turkey - 230, 000
Greece_ 29, 000
China - 180, 000
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I voted for the Army appropriation bill; a standing Army
of 100,000 men; for an appropriation for the upkeep of our
Navy, providing for 2 battleships, 11 submarine torpedo boats
gjﬂf the seagoing type), 5 torpedo-boat destroyers, 1 fuel-oil

p.

The total cost of this program is about $50,000,000, and the
sum of $22903908 is recommended for construction the first
year, and if we had kept the duty on sugar it would have paid
‘the whole cost of their construction.

Much is said about the citizen soldier, but how many citi-
zens nowadays are acquainted with firearms? Many of them
never shot a gun, and fewer of them ever saw a modern
weapon. In the days of the rebellion nearly every man was a
marksman, and the first call recruited the squirrel regiments;
but it is different now. Insome of the States we have stringent
game laws and less game, and the use or need of the gun does
mot obtain,

It would cost the Government little or nothing to make it
mandatory for all citizens within military age to meet at least
once a month at the country townhouse or city hall during the
wintertime, if no oftener, and be shown a regulation Army rifle
or be given an evening's instruction or lecture by a military
officer or soldier, and be told with which foot to step off and
mpon which heel to about face. By so doing the citizen soldier
would at least know something of what would be expected of
him should he ever be called to arms.

DISARMAMENT,

Mr. Chairman, I hope the time will come when it will not be
necessary to ever call our young men to arms, but now is not
the time to disarm. World conditions are against that step at
present, I wish that we might not furnish guns and bullets to
kill people with. But whatever we may do in this regard the
war will continue to the end. We must keep an even poise;
we must keep strictly within our rights; we must maintain
strict neutrality. We are not legally or eguitably bound to
close our factories or give up all our commerce. The bel-
ligerent nations alone must decide when to shut up their own
great arsenals and factories and when to guit making guns and
powder. I wish they would quit to-day. It was not contem-
plated by any nation that in case of war we should clese our
factories or not sell our farm products to any warring nation.
That has never been the law, and we should exercise great
care in adopting such a law. I would have some hesitancy in

voting against a law placing an embargo upon powder and
bullets should the President make the order, but would mnot
want to support a law which would prohibit the shipment and
exportation of all articles that could be used by an army to

| prosecute or carry on war, and am very much in favor of send-

ing foodstuffs and raiment, medicine, and aid to the helpless
and famine stricken in Burope. [Applause.]

The CHAIRMAN. The gentleman from Massachusetts has
five minutes remaining.

Mr. GILLETT. Will the gentleman from New York yield
me 10 minutes?

Mr. FITZGERALD. I yield the gentleman 10 minutes.

Mr. GILLETT. I yield to the gentleman from California
[AMr. J. R. ExowrAaNp] such time as he desires,

Mr. J. R. ENOWLAND. Mr. Chairman, I ask leave to extend
my remarks by inserting in the Recorp an article appearing
in the February North American Review entitled “ The bases
of Republican confidence.” The article was written by Col.
George Harvey, edifor of the magazine, and the man claiming
to have originally discovered President Woodrow Wilson.
While the public was aware that there have been some little
differences between the discovered and the discoverer since the
original discoyery, there were recent indications that a happy
reconciliation ‘had taken place, but evidently the truce was but
temporary. The article is somewhat illuminating and is pre-
sented in full :

THE BASES OF REPUBLICAN COXFIDEXCE.
[By the editor.]
In idle wishes fools supinely stay;

Be there a will, and wisdom finds a wai.
—The Birth of Flattery.

We may as well admit at the outset that the quite universal and
plainly increasing confidence of Republieans with respect to the next
national election is no mere * triumph of hope over experience ™ ; it is
a firm conviction. XNeither leaders nor rank and file have the slightest
doubt of coming success, Nor, incidentally, we are informed, if a liberal
Republican be nominated, has Mr, Rooaevaftv_—-a fact of deep significance.

hat, then, are the bases of this quite unprecedented feecling of
certainty which finds manifestation a full 20 months before the event?
Let us engage in common counsel forthwith,

The Republican c¢hairman insists that the results now compiled prove
conclusively that, if the recent November election had been for -
dent, his party would have won not less than 288 electoral votes—n

ority of 45. President Wilson, on the other hand, in his speech
in ndinmpolis. interpreted the figures as showing a ocratic ma-
jority of “about 80." Both seem to have erred. Putting aslde all

esses and deductions, the votes actoally polled for Benators and
Euonxmsmen are recorded as follows:

Fotes polled at cleclions of 1912 and 191j.
STATES CARRIED BY REPUBLICANS ON NATIONAL ISSUES.
I8, popular vote for Senatar; C, popular vote for Congressman,

1814 1912
States.
m,;’.’:"" Vote. W Democrat. [Progressive.] Talt. Wilson. | Roosevelt.
T B. 89,983 76,081 B, 853 68,324 74, 561 34,120
3 C. 2,022 20,681 1,65 15,008 22,831 8,888
T4 8. 47,488 41, 266 10,321 32,810 33,921 25,527
0| s 390,661 | 37,408 | 2027 | w5613 405048 | 388478
1 205, 832 167,251 15,058 | 119,805 185,825 161,819
10 8. 180,323 176,929 116, 755 74,844 143,670 120,123
18| o 222810 | 189,197 30,18 155048 | 17408 142)228
15 C. 218, 445 147,262 17:?00 152,244 150, 751 214,581
z| < 180, 482 87,305 | 24737 | 64334 106426 125,856
4] = 42111 36,382 1,638 32,927 84,724 17, 701
14 C. 179,630 167,511 15,400 88, 835 178,289 145,410
3| c 23812 19805 1,695 17,733 20, 437 8847
45 8. 639,112 571,419 61,9077 455,428 035,475 390, 021
sl i B a7 | %0 2707 23,090 29,553 25,726
4 B. 526,115 423,742 67, 500 277,066 423,152 229,327
8| s 510,830 36| 29175| 273la05| 305019 | 447,426
5 C. 38, 801 35,186 1,321 27,703 30,142 ld‘.am
4| = 56081 | 83198 ... 2100 8650 24174
all e 36, 080 13,685 9,515 23,305 15,350 22,070
7 8. 130,479 01,733 83,282 , 445 , 540 113, 698
8| c 11387 | 10223 ges| seme| 113107 79,112
3 €. , 363 17,246 1,308 14,560 32
Total e B | 3,033,007 | 3,107,511 | 080,684 | 2,341,171 | 3,330,410 | 2,748,885
STATES CARRIED DY DEMNOCEATS ON NATIONAL 18SUES,
Alabama. . 12 B. 12,320 63,380 4,263 9,731 82,430 22,689
Arizons. . . 3| = 9153 | 25,800 2/ 608 3,021 10,324 6,940
Calioenin. .. ceeeve=weween 13 8. 254,159 279, 806 235,232 3,014 283,436 283, 610
Colorado. . [ B. 98,728 102,037 27,072 58,386 114,223 72,308
T ST S T T S W P ey 15| 8. 226, 505 271,845 107,027 151,267 281, 890 162,007
T R U e AR e e S RS R il B 144,758 178, 805 14,108 115,512 | 210,584 102,766
Maine. .... e b N e P e - 6 54 60,318 60, 683 17,958 26,545 51,113 48, 408
8 8. M, 864 110, 204 3,697 54,956 112,674 57,788
18 8, 257,056 811,573 27,614 207,821 330, 746 1,371
4 C. 26,161 37,012 6,604 18,512 27,1 22,458
8 C. 110, 839 112, 300 3,141 54,216 109, 008 72, 630
e iy 12 8. 87,005 bl P R A, 20,139 144, 507 60,130
oAl 9| 8 11222 33,449 |0 et B o ) 68,838 21,678
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Votes polled at elections of 1912 and 191}—Continued.
STATES CARRIED BY DEMOCRATS ON NATIONAL 1SSUES—Continued.

States.

& 5 onSebiRBEe

Vote, | BePUE | pemoerat. |Progressive  Taft. Wilsan. | Roosevelt.
8. 36,417 4,53
B. 93,171 22,010
C. 60, 0,328
C. 57,164 3,627
8. 355 1,298
. 130,335 53,725
C. 221,589 26,755
c. 90,332 0’77
8. 164,400 &8, 861
g 7,980 5,620
8. hil T 1) A
8. 47,064 37,600
B, 48,042 58, 811
.......... 1,800,706 | 2,847,138 | 513,079 | 1,143,785 | 2,962,609 | 1,370,002
weeseeeees| 5,743,673 | 5,054,049 | 1,401,763 | 3,484,956 | 6,203,019 | 4,119,507

Chairman Hilles attains his result by transferring Wisconsin's 13 votes
from the Democrats to the Republicans upon the dgrecaund that, although
a Democratie Senator was elected by a few hun AS A consequence
of “local .conditions,” the iotal Republican majority for Congressmen

cxeceeded 40,000, 2
President Wilson reached his conclusion by * taking the States where

[ Senators were elected and, where Senators were not elected, taking the

election of governors, and, where governors were not elected,

the returns for the State legislatures or for the con onal dele-

ga“f&"chel uridng mitvato tt;:l-l Statti ltfgisla.tors. whi re.‘?:rmson?mr

ar-fet , and su uting the wo EOVernor w, was

chosen for the vote for Senator or (Col givﬁ in the above

tabulation, we find that—

Democrats.
Btates.

Gain.

o)

Net Democratic gain, 18 ; net Republican loss, 81.
(California), 13.
ELECTORAL VOTE UPON THIS BASIS.

Progressive gain

Democra: 274 ; Republicans, 244 ; memalm 13—531. Demo-
cratic plurality, 36: Democratic majoi-lty, <
Assum a8 we fear we must, that the vote on national

lng!
affords the better criterion, the question immediately arises, Can the
Iiepublieans reasonably expect to hold the 22 States, earrying 275
electoral votes, which they won in November? That the shrewdest of
them honestly think so there can be no doubt. Indeed, they feel o?nallr
certain that they can abstract from the Democratic column Colorado
6), Maine (6), Oregon (5), South Dakota (5), and Wiseonsin (13),
making a sram‘f total of 810 and affording a clear majoﬂtf of near
100 electoral votes. Clearly, however, this calculation wounld be um{.
if President Wilson shonld succeed in winning over the Nminirigw
ives who still hold the balance of power in Illinois, Cal nia

;‘-Snnsyivanta. Idaho, and Washington. For ourselves, we have reached
only the negative conelusion that whichever party loses New York is
likely to lose the election. But so far as the actual results of Novem-
ber, 1814, are concerned, it was a drawn battle, leaving the Democrats
slightly anbead in the popular vote and slightly behind in prospects
velating to the choice of electors.

We come now to consideration of the politieal effect of the Presi-
dent's speech in Indianapolis from which the Republicans profess to
have derived no little satisfaction, The comnmon assumptlon that this
deliverance signalized Mr. Wilson's purpose to e a candidate for
reelection may be lgnored. Whatever warrant the audience may have
had for drawlng such an Inference from his remark to the effect that
“ there may eome a time when the American people will have a
to say whether 1 know what I am talking about or not,” was dissi-

ted instantly by his quick disavowal of Intent to *start anything."”

ul uently, moreover, he made it guite clear that he had in mind no
‘more than a pr ve verdiet upon the achievements of the Demo-
eratic Party under his laadarshlr.

That Mr. Wilson will make his attitude with res to a renomina-
tlon known at no distant da surety. So much
he owes to his party no less than to other ﬁoss:hle candidates who
mow courteously await an expression of his desire, but none knows
better than Mr. Wilson himself that such a declaration necessarily
involves interpretation of the second-term provision in the ! ]
Flattorm and, to be truly effectlve, must be explieit, mot casual or
nferential, and but by sound and sufficient reasoning,

That he sheuld seek to win popular favor in his first pelitical
ntterance a directly to the people was but natural and no
more than his daty, but his real purposes clearly were: (1) To justify
the administration; (2) to confound his enemies within and without

Republiean majority of electoral vote, 19; Demoeratic plurality of popular vote, 210,976.

his pa

; and (3) to indicate a definite purpose to appeal to the

of Independents and Progresalves for support in the forth-
| nitional eampaign., The speech was in effect a ecall to combat,
and chal was accepted promptly by Senator WrirLviam H. -
Boram, the most forceful spokesman of the onodtlon and, as the
foremost liberal Republican now lving, a most promising ecandidate
for the presidential nomination. This makes for an inter con-
trast at the very u of a campaign which bids fair to find a
Iﬂ? place in our political history.

he President spoke first as a militant gutlun: “If 1T were n:ﬁ
ready to fight for everything I believe in,” he began, *1 would
it m’ﬁe ty to go and take a back seat.” He continued:
lde:; . .t{guhh wlthltﬁe Hegtubllca.u Party is thﬁia ﬂt: has Irmt had a gg

T Fears, am not s g as a politician ;=1 am spea

as a historian. I have looked for new ideas Fn the records and I have
not found any proceeding from th: Republican ranks. They have had

ders from time to time who =a ted new ideas, but they never
did anything to carr £ suppose there was mo harm in
their talking, provided they could mot do anﬁhlng Therefore when
it was necessary to say that we have talked about things long enough,
which it was neeessary to do, and the time had come tg do them, it
sable that a Democrat should be elected Prebldent.
. I would not with pect of the Republican Party. I always
speak with great respect of the past. The was necessary to the
resent, and was a sure prediction of the future. The Beguhlitti,an Pa.rltay

'or

s still a covert and refuge for those who are afraid, ose who
want to consult their grandfathers t everything. You will notice
that most of the advice taken by the Republican Party is taken from

gmtlemen old enough to be grandfathers; and that when they claim
at a reactlon has taken place, they react to the reelection of the old-

est members of their ty. They will not trust the youngsters. They
are afraid the wmgsgt{s ht have something their sleeve.”
Senator Boram resented this as “a virulent attack upon one of the

challenging * the wisdom

great political parties of the Nation,” not onl
of the leaders Pahut ce and the patriotism

also assailing “the in
of its rank and file.” Denying that the Republican Party had * not had '
a new idea in 30 gvseara,' he in e passage of the {nterstate
commeree act In 1887, of the Sherman Antitrust Aect In 1893, of the
antirebate act, and proceeded :

“ We created a Bureau of Commerce and Labor, afterwards passing
what is known as the pure-food law, of incalenlable value to all the
%eop!e, the postal-savings law, the parcel-post law, the physical valua- |

on of rallroads law, the employers’ liabllity law, the law limiting the
hours of service of rallroad men, compensation for Injuries to Govern-
ment em'plugaes. the child-labor law for the Distriet of Columbia, the
Children’s Burean was established, publicity of ecampaign funds pro-
vided for, Elfht hours a day for Government employees and under &o -
ernment contracts provided for, a law re?u!ring the railroads to report
accldents provided for, the bolier-inspect on law, the Bureau of Mines
established, the amendment of the Constitution providing for an inecome
tax, the election of Senators by popular -vote—and so on ad infinitum,
dealing with each particular subject as it arose. Dealing with them
sanely, safely, progressively, permanently.

“ Then y we passed that bill which has been so often criticized
by the opposition, known as the Vreeland-Aldrich Act, dealing with the
finanees of the country. I call your attention to the fact, my friends,
that when the erisis came a few months ago, and the European situa-
tion brought to us a condition unexpected, it was under the Vreecland-
Aldrich Act that you tpmceedsd to_protect the credit and the business
interests of this comntry. We had months before passed the Foederal
reserve bank act, but it was not ecalled into activity; it was not
into operation. It was not tested In that crisis, but when the crisis
came it was to remain idle while the Vreeland-Aldrieh Act
was the act under which we proceeded to pass the shoals and pitfalls of
those first days of the European erisis. While we did so the Federal
reserve bank act lay—huge, cumbersome, bulky, expensive—cast upon
the shore of the legislative sea like some antediluvian mastodon, not
quite live enough for the menagerle and not quite dead enough for the
%sung table of the taxidermist; designed :g:ipnrentl_v for Federal

sury, but apparently on its way to the Smithsoninn Institution.™

When it is recalled further that, while the new banking law was
finally enacted by the D ats, its is was Republican and the
*jdea " from which it was developed was hatched in the brain of Grand-
father Nelson W. Aldrich, the diffienlty of finding warrant for